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Desirable Insurance 
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OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
Offices From the Atlantic to the Pacific 


—” Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
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THE 
Mit 


Muruvats 


ARE GENERAL FIRE 
INSURANCE CARRIERS 


B@ The Mill Mutual Companies in 1933 
substantially reduced losses as compared 
to 1932. This kind of accomplishment is 
directly in line with the fundamental 


principles of mutuality. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. t=: Chicago, Il. 


A service organization maintained by the 
Mill Mutuals. 
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THIS MONTH 


BECAUSE investment problems are so 
much a part of the business of insur- 
ance, we feel that our readers will be 
especially interested in the article on 
Security Market Reform by Professor 
G. Wright Hoffman, on page | I. 


This is an impartial discussion of the 
subject, designed to present informa- 
tion without controversy. 


Professor Ralph H. Blanchard, re- 
cently returned from a European trip, 
and has a chatty article in this issue 
(Page 19) giving some facts and impres- 
sions about insurance matters in the 


Old World. 


Curtis Billings again informs us of 
recent developments in the field of 
making auto driving safer, this time 
from the viewpoint of testing the 
driver. See this feature on’ Page 15. 


"Bunk of The Month'' is reviewed on 
Page 25 and notes about the Insurance 
World continues with many items of 
interest. 


NEXT MONTH 


We had anticipated that our article 
covering the subject of mutual insur- 
ance on public property would be 
ready for the March issue—but to 
make it more comprehensive this has 
been deferred. 


Possibly the agents’ code may de- 
velop other interesting angles soon, and 
if so the next issue will carry the story 
about it. 



































CONTENTS 


MARCH 
1934 


Page 
FRONTISPIECE 
a 6 ee ee eae 4 
Commissioner of Insurance, State of Mississippi 
RN sissis cisidrwrnd 48ead 2see ewes eniean 5 
NOTES ABOUT THE INSURANCE WORLD......... 6 


SECURITY MARKET REFORM 


ee 11 
Professor of Insurance, University of 
Pennsylvania 


TESTING THE AUTO DRIVER 
Bee PER SID ocr a iwic sic). 8 4S0.e 07 meee 15 


NOTES ON EUROPEAN INSURANCE 
eS ee eee 19 


Professor of Insurance, Columbia University 


Ur GE SI BI ooo viens cv awewege 25 





Editorial and Advertising Offices: 
230 N. Michigan Ave., Chicago, Ill. 


Terms of Subscription: 25 cents per copy; $2.50 per year 
in the United States and Canada; $4.00 in other countries. 













































































GEORGE D. RILEY 


Commissioner of Insurance 
State of Mississippi 


Evecten in 1932, Commissioner Riley has conducted his administration with 
marked success. His live interest in insurance extends to all phases of the 
business and he has been especially active in promoting fire prevention cam- 
paigns. He is a public speaker of particular charm, and of most entertaining 
personality. As a member of the National Convention of Insurance Commis- 
sioners he is chairman of the Fraternal Insurance Committee and a member of 
the committees on Accident and Health and Taxation. 
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NEE of the spriteliest publications which comes to 
our desk is the American Agency Bulletin, the 
official periodical of the Stock Insurance Agents. 
Since the insurance code has been under consid- 

eration, the magazine has held an interest comparable 
to that of the current best seller in mystery stories. 
Recent issues have been burning with the controversy 
raging in banking, real estate and 
agency circles over the proposed code 


of fair competition and trade practices @ "BUT CONSISTENCY STILL WUZ A PART OF 
@ HIS PLAN,—HE'S BEEN TRUE TO ONE PARTY 


filed by the National Association of 
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policy has no other basis than that it is “not satisfactory.” 
It is not claimed that the insurance is not good insur- 
ance; that it is not in a solvent insurance company, 
which pays its losses fairly and promptly; it is just 
“not satisfactory.” The borrower then finds that he 
must cancel his insurance, short rate, by which trans- 
action he suffers a financial loss, and that he must re- 
place the insurance cancelled through the objecting 
financial institution, or the agent, or trustee. That the 
company in which the new insurance is placed is not 
as strong as that which the borrower had selected for 
himself is ef no consequence to the financial institution, 
for should the company fail, the only one who suffers 
is the borrower, who must seek new insurance again, 
paying an additional premium therefor. There are nu- 
merous instances of this kind on record. 


N many of such cases where the financial institution 

or trustee owns no agency the same methods are 

followed but the insurance is forced through the 
agency of some relative—usually operated by the son, 
son-in-law, brother-in-law or other relative of one of 
the officers or the trustee. In this connection, it is fre- 
quently observed that lawyers, retained by borrowers to 
protect their rights and interest, often fail to advise 
their clients of the existence of clauses in the agreement 
which deprive them of the right to place their own 
insurance with whomsoever they please. 

We believe that the insurance agents are absolutely 
right in their effort to 
curb these unethical 
practices. They are a 
form of racketeering 


Insurance Agents with the National @ —AN' THET IS HIMSELF." (rhe aisetow Papers. 1846) and differ from the 


Recovery Administration. In this code, 
among a greater number of other par- 
agraphs describing objectionable meth- 
ods of competition, is one declaring it 
to be an unfair trade practice: 


“For any producer connected with a 
bank or other financial institution, or oper- 
ating as a loaning agent, to use the coercive power of credit 
lodged in a money loaning institution to influence the placing 
of insurance or to make any loan dependent upon the placing of 
insurance with or through any such producer.” 


This, which is but one of a number of commendable 
sections in the proposed code, Mr. Walter Bennett points 
out editorially, is aimed only at the financial institutions 
operating in an unethical manner who force distressed 
borrowers to purchase specified insurance contracts cov- 
ering property on which the loan is sought. This prac- 
tice is rather a common one among money lending 
concerns, agents or trustees. In the majority of cases 
the money loaned belongs to others and the financial 
institution, or agent, not only receives a percentage com- 
mission for placing the loan (which the borrower has 
to pay) but in making the loan dependent upon the 
right to issue the insurance policy, receives additional 
compensation in the form of the insurance commission. 
Where this near-racket is not worked openly, it is prac- 
ticed with the help of a provision tucked away in the 
trust agreement which provides that the person borrow- 
ing money on property shall furnish insurance in ‘some 
solvent insurance company satisfactory to the financial 
institution, or agent, or trustee having authority to make 
the loan.” The borrower does not appreciate that he 
has been stuck until he submits his insurance policy, 
which he already has on the property, and is informed 
that it is not satisfactory. Usually the rejection of the 


Coercion of Insurance 
Premiums 


coercive practices of 
the gangster who 
bombs a storefront 


AND THE for the purpose of in- 
AGENTS’ CODE timidating a business 


man into paying trib- 

ute, only in that the 
action is less violent and does not endanger the physical 
well-being of the individual. 

The agents led by Mr. Bennett are rightfully con- 
tending that a property Owner should have freedom of 
choice in the placement of his insurance. Naturally 
they concede, also, the right of the person loaning the 
money to insist that the insurance offered for the pro- 
tection of the property is written by a solvent company, 
conservatively managed, with a good underwriting and 
loss paying record, 

Coercion has no place in American business. It would 
seem essential to fair play, and to the proper and whole- 
some growth of American institutions, that the guiding 
principles in the conduct of business affairs shall con- 
cern the value of the goods offered, or the services 
rendered. It is not only unfair but harmful to American 
business for governmental contracts, for example, to 
be let on the basis of political favor and graft, and it 
is equally unfair for business to conduct itself purely 
on the basis of friendships, or family relationships. These 
obvious evils and the other coercive methods described, 
are demoralizing to prices and to quality. They lead to 
the paying of higher prices than should be paid and often 
the public gets goods and services of inferior quality. 

Unfortunately, the business of insurance lends itself, 
perhaps more than any other, to manipulation through 
improper influences. How often do we hear of favors 
passed out in the way of placing insurance on public 
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property with persons who have es- 
tablished themselves in the insurance 
agency business purely for the bene- 
fits they may receive because they 
are numbered among the higher-ups 
in the councils of the political group 
in power? How often have those in 
political offices handed insurance on 
public works to relatives who, too, 
have set themselves up in the insur- 
ance business principally to be in line 
for such favors? How often have 
we seen those currying favor, volun- 
tarily coming forward and _ laying 
their insurance in the laps of agents 
or brokers, known to be related, or 
close to, the-powers-that-be, in the 
hope of gaining some personal ad- 
vantage in the way of business favors 
or social prestige? And what about 
the surety bonds on public contracts 
which have reached a public scandal 
in sO many cases? 

All of these, as bad as they are, 
lo not compare in their objectionable 
features with the coercive measures 
practiced on those who find it neces- 
sary to borrow money on their prop- 
erty either for business or personal 
reasons. The insurance agents are to 
be commended for the efforts which 
they are making to relieve the bor- 
rower from these impositions. 

However, their efforts are made 
more difficult by the methods of cer- 
tain elements in their own ranks 
whose action leads one to question 
the sincerity of purpose actuating 
those sponsoring the proposed agents’ 
code. 

e* @« ® 


ECENT utterances in the insur- 

ance press confirm this confu- 
sion of ideals. For example, the Un- 
derwriters’ Report of March 8th car- 
ries the story of an attempt at coer- 
cion, by the California insurance 
agents, of the people of the state. 
The article is printed under the title, 
“Tlow to Meet Non-Agency Compe- 
tition.” It explains that Harry W. 
Spencer of Oakland, chairman of the 
California Association of Insurance 
Agents Public Relations Committee, 
has it all neatly figured out how a 
moderate threat of boycott and re- 
prisal, forwarded through the United 
States mail, can be sent to users of 
insurance to make the recipient quake 
in his boots because of the dire things 
which, it is said, will happen to him 
if mutual policies are not cancelled 
forthwith. This description is identi- 
cal with the plan of the Lexington 
Board of Fire Underwriters proposed 
in a letter which it addressed to the 
business men of lexington, NKen- 


(Continued on Page 24) 
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NOTES ABOUT 
the 


INSURANCE WORLD 


e 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Insurance Heavily Taxed 


THE INSURANCE DEPARTMENT OF 
THE UNITED STATES CHAMBER OF 
Commerce has issued its yearly bulle- 
tin on insurance taxation. For the 
year ending July 1, 1933, there was a 
total of $89,182,511 collected from 
the insurance companies in taxes. 
This is a decrease of $6,002,029 or 
6% from the previous year, due to 
reduction in total premiums. This 
survey only includes special taxes 
placed on insurance. It does not 
cover taxes which insurance pays in 
common with other forms of busi- 
ness, 

Nevada, for the first time, enacted 
a premium tax of 144% on net prem- 
iums during 1933. All states and the 
District of Columbia now impose a 
premium tax, which furnishes at least 
90% of the total revenue coming 
from all special forms of insurance 
taxation. 

The insurance department expen- 
ditures during 1932 amounted to $4,- 
286,341 as compared with $4,405,669 
in 1931, a decrease of $119,328 or 
3%. On the other hand the per- 


centage of total insurance department 
disbursements in 1932 to total insur- 
ance taxes is 4.79% the highest per- 
centage for any year since 1918. The 
survey shows that 4.79c of each dol- 
lar collected was spent in service of 
the policyholders, the remaining 95. 
2lc being used for general revenuc 
purposes. 
ee @ ® 


Schiff Heads Brokers 


WILLIAM SCHIFF OF NEW YORK 
HAS BEEN NAMED PRESIDENT OF THE 
National Association of Insurance 
brokers after the completion of a 
mail vote. Other officers elected to 
head the new organization are : Chair- 
man of the Executive Committee, J. 
A. Mudd, Jr., Chicago ; Secretary, M. 
I.. Nathanson, Brooklyn; Treasurer, 
EK. S. Litchfield, Boston; and Execu- 
tive Secretary, W. W. Ellis. 

Mr. Schiff is a past president of 
the Insurance Brokers’ Association of 
New York and long a leader in all 
matters dealing with the insurance 
brokerage profession. Mr. Litchfield 
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is president of the Insurance Brokers’ 

Association of Massachusetts, and 

Mr. Nathanson has been a leader in 

the metropolitan district for years. 

Mr. Ellis is the president-editor of 

Insurance Broker .\ge, New York. 
eee 


Haid Reelected Head of 


Executives’ Association 

PAUL L. HAID CONTINUES AS PRES!- 
DENT OF THE INSURANCE EXECUTIVES’ 
Association and all of the other offi- 
cers were also reelected at the annual 
meeting held in New York on Febru- 
ary 16th. The officers are: Chair- 
man, R. M. Bissell of the Hartford 
lire Insurance Company; Vice- 
Chairman, Wilfred Kurth, the Home 
of New York; President, Paul L. 
Haid, and Treasurer, B. M. Culver 
of the America Fore Group. The 
new trustee elected for three years is 
Mr. Roth of the Security of New 
Haven who replaces J. B. Levison of 
the Firemens’ Fund. The _ four 
trustees reelected for three years are 
William H. Koop of the Great 
American; F, D. Layton of the Na- 
tional of Hartford; Edward Milli- 
gan of the Phenix of Hartford and 
W. Ross McCain of the Aetna Insur- 
ance Company. 

eee 


Kentucky Department 
\ BILL HAS BEEN PASSED IN THE 
KENTUCKY LEGISLATURE WHICH RE- 
moves control of’ the Insurance De- 
partment from the State Auditor and 
places it under the Governor. The 
Act becomes effective June 30, 1934. 


ee @ @ 
Kennedy in Wisconsin 


Mutual 


J. E. KENNEDY, FORMERLY DEPUTY 
COMMISSIONER OF INSURANCE OF 
Wisconsin, has become executive-sec- 
retary of the Wisconsin Mutual In- 
surance Alliance. The other officials 
of the Alliance, elected at the recent 
annual meeting, are W. H. Burhop, 
of Wausau, President; A. J. Ram- 
mer of Sheboygan, vice-president, 
and T. R. Schmidt, of Kewaskum, 
secretary-treasurer. 


Equador Investments 

THE RECENT CONGRESS IN EQUADOR 
PASSED A LAW REQUIRING THAT 50% 
of the premiums collected on insur- 
ance policies be invested in Equador 
cither in mortgages, mortgage bonds 
or real estate. 
Foreign companies doing business 
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in that country protested that they 
could not accept the restriction be- 
cause of the low value of mortgage 
bonds resulting from government 
regulations and the fact that liquida- 
tion might be slow in case money was 
needed quickly. Local agents an- 
nounced that they could not under- 
write any more policies governing 
fire, marine, or life insurance, and 
that such business would have to be 
done with home offices. Modification 
of law is expected by presidential 
decree. 
ee @ ® 


Who Makes Rates High? 


THE FOLLOWING EDITORIAL FROM 
THE NEW YORK JOURNAL OF COM- 
merce is worthy of close attention by 
the public, and will be interesting to 
all our readers: 

“The public always has complained 
about insurance rates and probably 
always will, and yet it takes only a 
moderate interest in the problem of 
reducing them. Often the voters of 
a municipality will approve a 
bond issue for municipal fire protec- 
tion when they are told that the im- 
provement in a few years will reduce 
the cost of fire insurance sufficiently 
to pay for itself, but after the av- 
erage citizen has voted he forgets 
that there remains the need of making 
his own contribution to fire loss pre- 
vention by preventing fires on his own 
premises. 

“The citizen thinks his automobile 
insurance rate excessive, and then 
lends his car to a youthful party for 
a lark, or sits upon a jury in a per- 
sonal injury suit and votes for an ex- 
cessive verdict because he understands 
that the insurance company, and not 
the owner of the offending car, will 
pay it. The price he has to pay for 
dishonesty insurance arouses his dis- 
content, but he continues to employ 
men for responsible positions with 
very little investigation of their past 
records or present manner of living. 
His bill for burglary insurance irri- 
tates him, but he exercises slack dis- 
cipline and permits his employes to 
leave his property exposed to maraud- 
ers. 

“When one buys insurance in a 
mutual company, he understands that 
he will have to pay his share of the 
losses of all members and he takes 
pains not to add to his own cost by his 
own carelessness. When he insures 
in a stock company, however, he 
seems often to think that losses no 
longer are his concern but something 
for the company to worry about. 

“That is where he is mistaken. 
Stockholders do not contribute capi- 
tal and surplus as a gift to the loss- 
sustaining public. They contribute 
them to comply with the law and to 
meet unexpected excessive losses, in 
the full expectation that they will re- 
cover these payments from profits 
when the losses are lower than ex- 
pected. 

“In the long run the policyholders 
must pay enough to meet losses and 





taxes, operating expenses and the cost 
of work done to prevent losses, and 
also some return upon the funds con- 


tributed by the stockholders. If the 
losses or taxes increase they will have 
to pay more. Insurance company loss 
prevention work helps to keep losses 
from growing, but it is powerless to 
make the individual exercise reason- 
able care if he is indisposed to do so. 

“The exercise of individual care is 
the largest factor in reducing insur- 
ance losses. The fact that fire losses 
in the United States were $100,000,000 
less from March to November, inclu- 
sive, in 1933 than in 1932 is attributed 
in part to the fact that thousands be- 
came careful when they realized the 
predicament in which they would be 
placed if they had a loss and could 
collect nothing for sixty days. The 
same carefulness by individuals would 
reduce losses in other classes of in- 
surance, and rates would come down, 
especially in the case of types of in- 
surance where rates are revised fre- 
quently on the basis of loss experience 
of individual branches and localities.” 


Ohio Mutuals Meet 


THE OHIO FEDERATION OF MUTUAL 
INSURANCE ASSOCIATION HELD ITS 
annual meeting in Columbus, Ohio, 
on February 28th. The following of- 
ficers were elected: O. B. Ransom, 
Sandusky, President; P. V. Camp- 
bell, Newark, Vice President; A. F. 
Little, Covington, Secretary-Treas- 
urer. Members of the executive 
and legislative committee are: G. W. 
Miller, Bucyrus; C. B. Teegardin, 
Duvall, and D. I’. Donaldson, Green- 
wich, 

The Ohio Mutual Tornado, Cy- 
clone & Windstorm Association 
named Gus Sieberling, Barberton, 
President; C. B. Teegardin, Duvall, 
Vice President; H. A. Wagoner, 
Lindsey, Treasurer; and G. W. Mil- 
ler, Bucyrus, Vice President. Among 
those who spoke at the meeting were 
Governor White, Supt. C. C. War- 
ner, Attorney-General J. W. Bricker 
and Harry P. Cooper. 
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New York Crime Decreased 


FOR THE SECOND SUCCESSIVE YEAR 
MAJOR CRIME IN NEW YORK DE- 
creased materially from the figure 
for the preceding year. The decline 
in 1933 was 11.5%. Theft consti- 
tuted 67.9% of the crimes reported, 
as compared with 71.2% in 1932. 
Robbery decreased 21.1%, burglary 
9.3% and larceny 19.2%. Property 
valued at $14,195,176.00 was reported 
lost or stolen in 1931. This amount 
dropped to $12,641,895.00 in 1932 
and to $6,608,404. Last year, a de- 
crease of 47.7% below that of 1932 
and 63.4% less than in 1931. 





Agents’ Code Attacked 

A COMMITTEE OF TWENTY HAS 
BEEN ORGANIZED AT CHICAGO TO CON- 
duct a city wide campaign of opposi- 
tion to the National Association of 
Insurance Agents’ proposed code. It 
is now busy circulating petitions in 
opposition to the code among all 
classes of insurance producers and 
also in lines of business allied with 
insurance. The committee will con- 
tact brokers, general agents, local 
agents, mortgage bankers, real es- 
tate brokers, mortgage brokers and 
loan associations. Following are quo- 
tations from several paragraphs of 
the petition, 

“The National Association of In- 
surance Agents having a membership 
of less than twelve thousand member 
firms, only represents a small per- 
centage of the agents and producers 
of the United States. It is not truly 
and completely representative of the 
insurance business of the nation and 
of the many thousands of persons en- 
gaged in other branches ot the busi- 
ness who are vitally interested in this 
question. 

“This group is compensated on a 
commission basis only, are not stock- 
holders of insurance companies in any 
material sense, are not officers of 
companies and are not responsible for 
the millions of dollars of invested 
capital and assets requiring super- 
vision to care for the needs of the in- 
suring public. A limited group of 
this character was unwarranted in 
filing a code for the insurance busi- 
ness of the nation, 

“The business of insurance is so 
diversified and variant in its interests, 
embracing stock, mutual and recipro- 
cal companies and groups and other 
insurers, involving company officers, 
general agents, brokers, local agents 
and solicitors, that the attempt of any 
group to independently file a code is 
economically unsound and unfair to 
the policyholders and others inter- 
ested. 

“The insurance business of the 
United States is under the supervi- 
sion of the insurance commissioners 
of the several states and laws are in 
force and effect regulating its opera- 
tion to the needs of the particular 
state. This supervision is the out- 
growth of many years and the busi- 
ness of insurance is regulated most 
efficiently through this medium.” 


Life Insurance Increases 

LIFE INSURANCE STARTED TIE 
YEAR WITH A SUBSTANTIAL INCREASE 
in the amount of new production in 
January over the corresponding 
month of 1933, According to a report 
forwarded by the Association of Life 
Insurance Presidents to the United 
States Department of Commerce I*eb. 
14, new paid-for life insurance—ex- 
clusive of revivals, increases and divi- 
dend additions—amounted to $665,- 
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457,000 last month, against $614,431,- 
000 in January of 1933, an increase 
of 83 per cent. The statement ag- 
gregates the figures of 42 companies 
having 85 per cent of the total vol- 
ume of life insurance outstanding in 
all United States legal reserve com- 
panies. 

All classes of life insurance con- 
tributed to the increase, the report 
shows. Ordinary insurance last month 
amounted to $435,676,000, against 
$423,573,000 in January of 1933— 
an increase of 2.9 per cent. Indus- 
trial insurance was $197,108,000, 
against $168,312,000—an increase of 
17.1 per cent. Group insurance 
amounted to $32,673,000, against 
$22,546,000—an increase of 44.9 per 
cent. 
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Government Bonds Preferred 

\ SURVEY RECENTLY RELEASED COv- 
ERING THE NEW INVESTMENTS OF 
twenty-seven leading insurance com- 
panies for the first four weeks of 
1933 and 1934 presents some inter- 
esting contrasts. In 1933 the total 
new investments for those four weeks 
was $23,575,722 ; in 1934 it had gone 
up 208% to a total of $72,054,809. 
Slightly over 30% of the insurance 
money went into mortgages in 1933, 
while in 1934 only 5.8% was so in- 
vested. Railroad securities are only 
half as popular as they were, since 
such investments were 7.3% of the 
total last year, while this year they 
are only 3.7%. Public utilities last 
year took 25.6%, while 3.6% is all 
they are allotted of this year’s funds. 
Government securities totaled 29.7% 
in 1933, while this year they were 
84.8%. 

This data would apparently show 
that the insurance companies are still 
investing for safety and liquidity. 
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Van Schaick Report 


TIE REPORT OF THE NEW YORK 
STATE INSURANCE DEPARTMENT 
which Superintendent Van Schaick 
submitted to the legislature on l’ebru- 
ary 20th contains an interesting re- 
view of the business in the state dur- 
ing 1933 as well as many proposals 
for new insurance legislation. 

The report points with pride to the 
demonstration of strength made by 
the life insurance companies during 
the financial crisis of last year. The 
companies doing business in the state 
had cash and government bonds total- 
ling $1,373,000,000 on December 30, 
1933, compared with $652,887,000 on 
December 31, 1932. Cash increased 





from $276,000,000 at the end of 1932 
to $398,000,000 at the end of last 
year. Holdings of government 
bonds increased from $376,000,000 to 
$772 ,000,000. 

According to the Superintendent’s 
report, fire and casualty companies 
showed a decrease in premium vol- 
ume during the year. lire companies 
made a substantial underwriting profit 
because of favorable loss experience 
and the reduction in their unearned 
premium reserves due to a smaller 
amount of business. 


Agent Writing Own Property 

THE RULING OF THE MICHIGAN IN- 
SURANCE DEPARTMENT THAT AN 
agent, in order to keep his authoriza- 
tion, must write at least 85% of his 
business on risks other than his own 
or those of persons affiliated with 
him is being tested at an open hear- 
ing. 

The ruling has been acclaimed by 
organized agents but has brought 
criticism from banks, trust com- 
panies, building and loan associations 
and other organizations which formed 
insurance agencies and subsidiaries to 
preserve revenues from commissions 
on their own or affiliated business. 

e e @ 


Gold Shipments Worry 


Marine Underwriters 

THE RUSH TO SHIP EUROPEAN GOLD 
TO THE UNITED STATES IN ORDER TO 
realize a profit on the difference he- 
tween the value of the dollar in for- 
eign countries and the price of $35.00 
per ounce paid for gold in the United 
States has been a source of worry as 
well as profit to the United States 
marine underwriters. For example, 
the steamer “Deutschland” carried a 
gold shipment with a reported value 
of $40,000,000 and every company 
had its limit of coverage. Since 
President Roosevelt proclaimed the 
new gold price the strong rooms of 
30 trans-Atlantic liners have been 
filled with bullion at British and con- 
tinental ports and marine insurance 
thereon has been at a premium. The 
regular rate for these shipments is 
4% cents, but the demand for cov- 
erage of excess lines by reinsurance 
has sent the rate skyrocketing up- 
wards and rates of even one per cent 
have been demanded and paid. The 
Deutschland shipment, if the esti- 
mate of $40,000,000 value is correct, 
must have been uninsured in part at 
least, as marine men say that cover- 
age for such an amount is well nigh 
impossible, 
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Analyze 1932 Losses 


THE NATIONAL BOARD OF FIRE UN- 
DERWRITERS HAS ISSUED ITS ANALYSIS 
of the 1932 fire losses based upon the 
tabulation of actual figures compiled 
by member companies on losses ad- 
justed. These show the fire loss total 
for 1932 to have been $320,687 ,643, 
for the member companies. 

The National Board lists the ten 
leading causes of fire loss for 1932, 
as: Ixposure, including conflagra- 
tion, $26,276,387, a decrease of $4.- 
345,399 from 1931: matches, smok- 
ing, $23,888,249, a decrease of $4,- 
285,991; defective chimneys and 
flues, $19,761,761, a decrease of 
nearly $1,000,000 ; incendiarism, $17,- 
639,122, an increase of about $1,000,- 
000; stoves, furnaces, boilers and 
their pipes, $14,333,427, a decline of 
about $400,000 ; misuse of electricity, 
$11,883,154, a reduction of $1,784,- 
032; spontaneous combustion, $9,- 
904,940, a decline of $1,150,689; 
sparks on roof, $9,452,598, a decrease 
of $1,819,111; petroleum and _ its 
products, $9,237,926, a drop of $1,- 
312,393; and lightning, $5,480,236, a 
decrease of $1,928,178. 


Side Line Experience Normal 

FIRE INSURANCE EXECUTIVES HAVE 
LEARNED THAT A LARGE PART OF 
their premium income comes from 
the specialty lines outside the broad 
classifications of fire, automobile and 
marine insurance. Inland marine, 
which formerly was considered as a 
small subsidiary of ocean marine, is 
now also considered a major division. 
In 1933 .windstorm, tornado, riot, 
civil commotion, and explosion in 
surance were written in good volume. 
In the field of windstorm insurance 
it is estimated that the loss ratios are 
a little higher than in some other 
years, although the line will still show 
a good profit. Riot and explosion in- 
surance had a fine year with a good 
premium volume and small losses. 
The experience on aircraft was rather 
spotty with some companies showing 
a very nice profit, while others had 
extremely heavy losses. [rom the 
very nature of the line it is almost 
impossible to avoid such a variation 
of experience. The hail business 
proved to be fairly profitable al- 
though the volume of income has 
fallen materially since 1931. 
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Make Changes in Texas Rates 


THE TEXAS BOARD OF INSURANCE 
COMMISSIONERS ORDERED A NUMBER 
of changes in fire, windstorm and hail 
insurance rates effective March 15th. 
luture policies insuring against loss 
by windstorm must include protection 
against hail. Another order was that 
in sea coast territory, including gulf 
coast and the next inland tier of coun- 
ties, the inclusion of hail damage is 
made without additional cost, but 
windstorm rates were increased by 
approximately 15 to 20 per cent. In 
inland territory the combined hail 
and windstorm rates were made ap- 
plicable to the new type of policy for 
frame construction buildings. For 
brick and fireproof buildings the com- 
bined rates prescribed were 50 per 
cent less than the former windstorm 
rates and 80 per cent less than the 
former hail rates. 

ee @ ® 


Home Leaves National Board 

THE HOME INSURANCE COMPANY 
HAS TENDERED ITS RESIGNATION AS A 
member of the National Board of 
Fire Underwriters. The company 
has been very prominent in the Na- 
tional Board, several of its presidents 
having been President of that organ- 
ization. In view of this fact it is be- 
lieved that the company decided to 
retire from the National Board only 
because it felt it had strong provoca- 
tion and it is possible that the resig- 
nation many be later withdrawn. 

e @ ®@ 


Birmingham Conflagration 

DAMAGE ESTIMATED AT $4,000,000 
OCCURRED WHEN AN ENTIRE BUSI- 
ness block in downtown Birmingham 
was swept by fire on March 10th. The 
fire originated in a department store 
and swept through the entire block 
before it could be checked. In order 
to help fight the fire water was or- 
dered cut off in residential sections to 
increase the pressure in the affected 
zone. <All the city’s fire fighting 
equipment was pressed into service 
and nearby towns were called on for 
aid. eee 


Canadian Commissioners 
Against Automatic 


Cancellation 

A SPECIAL COMMITTEE OF THE 
CANADIAN INSURANCE SUPERINTEN- 
dents and officials of Canadian fire 
and casualty companies met to con- 
sider problems in connection with 
free insurance. ‘They decided that no 
legislation would be recommended to 
introduce the automatic cancellation 
clause into Canadian policies. The 
plan being followed by a number of 
American commissioners under which 
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companies are required to report 
quarterly overdue agents’ balances 
was finally adopted. The resolution 
read as follows: 
“That this committee unanimously 
recommends that all provinces call for 
a quarterly return of overdue agents’ 
balances commencing not earlier than 
June 30, 1934; that Ontario, Quebec, 
and such other provinces as impose 
the requirements, make a special com- 
pilation of the results of these returns 
(June 30) for the information of this 
committee; and that this committee 
meet again prior to the 1934 superin- 
tendents’ conference to review such 
compilations and consider what final 
reports should be made to such con- 
ference.” 


2 e °@ 
Washington Rate in Court 


COMMISSIONER W. A, SULLIVAN OF 
WASHINGTON HAS BEEN RESTRAINED 
by the Superior Court of Olympia 
from interfering with the writing of 
fire policies at 20 per cent below the 
published rates. The _ restraining 
order was issued on the request of 
the Northwestern National, which is 
attempting to force the insurance de- 
partment to accept its 20 per cent 
deviation on all classes. The com- 
pany believes this is permissible under 
the uniform deviation amendment to 
the code passed at the 1933 session 
of the legislature. 

If the Northwestern National is 
successful in its suit several other 
non-board companies are expected to 
file deviations thus upsetting Com- 
missioner Sullivan’s rate stabilization 
program which has been in effect 
since June 7, 1933, the date the uni- 
form deviation law became effective 
and when the department instructed 
all companies to withdraw deviations. 

ee @ ® 


Stock Premiums Lower 

PREMIUMS REPORTED TO THE NEW 
YORK INSURANCE DEPARTMENT BY 
177 stock fire insurance companies, 
constituting 47 groups, were over 
$50,000,000 less in 1933 than they 
were in 1932. The total for 1933 
was $377,809,134 as compared with 
$428,282,107 reported by 49 groups 
a year ago. Part of the decrease is 
accounted for by the fact that the 
former Globe & Rutgers group ceased 
to function as a group during 1933, 
and what had been the Glober Under- 
writers’ Exchange group also ceased 
to be a group by reason of the sale of 
one of the two companies to other in- 
terests and that the former J. S. Fre- 
linghuysen group now has only one 
company actively in operation, On 
the other hand, the Rhode Island 
group which in 1932 reinsured its 
liability and was not reported as a 
group is included in the present list. 
There were also many declines in in- 
dividual groups. 
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$25,000 Silicosis Verdicts 


\ JUDGMENT FOR $25,000 HAs BEEN 
OBTAINED IN THE ST, LOUIS CIRCUIT 
Court against the Missouri Portland 
Cement Company by an employee 
who alleges that he contracted sili- 
cosis while in the company’s mill at 
Prospect Hill over a period of twenty 
years. 

Circuit Judge Landwehr of St. 
ILouis has taken under advisement a 
motion to set aside a settlement un- 
der which Tim Hardin, a negro ac- 
cepted $1,000 and agreed to drop a 
$15,000 damage suit against the Tav- 
ern Rock Sand Company of Klon- 
dike, Missouri. Hardin charged he 
contracted silicosis while employed by 
the company. His attorney contended 
that he had been induced to accept the 
$1,000 through misrepresentation, A. 
I. Brinkman, a claim adjuster, testi- 
fied that forty-five suits for an aggre- 
gate of $974,000 had been filed 
against the Tavern Rock Company 
and that it had been informed that 
two hundred other suits were con- 
templated. 

Sixteen damage suits for $3,000 
each have been filed in the St. Louis 
Circuit Court against the St. Louis 
Smelting and Refining Company and 
the National Lead Company by for- 
mer employees who allege they con- 
tracted silicosis while working in the 
defendants’ plants in St . Francis 
County, Missouri. The petitions al- 
lege that the employers failed properly 
to ventilate working quarters and 
clear them of poisonous gases, fumes, 
dust and other impurities. 


Installment Auto Premiums 

RULES FOR THE INSTALLMENT PAY- 
MENT OF AUTOMOBILE BODILY INJURY 
and property damage liability insur- 
ance premiums have been promulgated 
by the National Board of Casualty & 
Surety Underwriters. They became 
effective February 28th. The new 
plan will supplant those now being 
used by any of the individual com- 
panies. 

ee @ ® 


New Burglary Policy 


\ NEW OFFICE BURGLARY AND ROB- 


BERY POLICY WILL BE PLACED ON THE 
market as soon as approval is given 
by the New York Insurance Depart- 
ment. The new contract, which is in- 
tended to apply to professional men, 
and particularly to lawyers, is very 
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similar to the storekeepers policy 
which the companies have been writ- 
ing for years. It provides aggregate 
indemnity of $1,500, liability for six 
designated forms of coverage being 
limited to $250 each. The coverages 
in question include robbery of cus- 
todian property, kidnapping, mes- 
senger holdup, safe burglary and 
property damage. Rates vary accord- 
ing to territory of assignment. 
ee @ @ 


St. Louis Auto Rates 

THE NATIONAL BUREAU OF CASU- 
\LTY & SURETY UNDERWRITERS HAS 
announced a reduction of approxi- 
mately fifteen per cent in automobile 
liability insurance rates for St. Louis, 
effective on February 19. The rates 
in these classifications elsewhere in 
\lissouri remain unchanged. 

\'nder the new schedule a 5000-10,- 
QOO coverage that formerly cost 
$61.00 a year is now only $52.00, 
while the rate for property damage 
in the same policy has been reduced 
from $12.00 to $10.00. Another class- 
ification of risks that formerly cost 
$71.00 for five and ten limits is now 
$60.00, while the property damage 
rate is cut out from $14.00 to $13.00. 

ee @ @® 


Risk Pool in Kansas 


\ PLAN FOR THE POOLING OF UN- 
DESIRABLE RISKS IS BEING WORKED 
out by the companies writing work- 
men’s compensation business in Kan- 
sas. The operation of such a plan is 
expected to remove a great deal of 
the agitation for a state compensation 
fund. 

lor some months there has been 
an active demand from a large num- 
ber of employers for the formation 
of a State insurance fund to handle 
compensation lines, brought about by 
the refusal of the companies to write 
compensation for many employers, 
particularly contractors, oil drilling 
operators and some large business 
firms. The companies have declined 
to write compensation for the coal, 
lead and zinc mining employers for 
many years and it is only recently 
they have tightened up on other em- 
ployers. Commissioner Hobbs of 
Kansas has refused to allow compan- 
ies a rate increase until assured that 
the compensation lines offered by 
Kansas employers would be accepted 
at manual rates. 


Responsibility in Minnesota 
THE MINNESOTA AUTOMOBILE 
FINANCIAL RESPONSIBILITY LAW BE- 
came effective March Ist. Under the 
law the motorists must file acceptable 


evidence of financial responsibility 
when its right or license to operate 
a car has been revoked because of 
violation of certain specific provisions 
of law, or when he has failed to 
satisfy in thirty days a final judgment 
for personal injury, including death, 
or for property damage in excess of 
$100, resulting from an accident 
occurring anywhere in the United 
States. 
ee @ ®@ 


Sunstroke Not Accident 

THE SUPREME COURT OF THE 
UNITED STATES HAS HELD THAT SUN- 
stroke is not an accident. The court 
ruled on an appeal brought by Sam- 
uel Landress of Knoxville, Tennes- 
see, Her husband died while playing 
golf and she sought to collect under 
the double indemnity clause of a life 
insurance policy on the ground that 
he died of accident. 


Tavern Liability 

THE NEW ILLINOIS LIQUOR CON- 
TROL LAW IMPOSES A DRASTIC LIABIL- 
ity on liquor dealers and landlords for 
injuries resulting from the consump- 
tion of liquor sold on the premises. 
The subject is under consideration by 
the National Bureau of Casualty & 
Surety Underwriters and in the mean- 
time some of the independent com- 
panies are already in the field. One 
company when, desired attaches an 
endorsement to the O. L. & T. liabil- 
ity policy giving coverage against any 
claim arising from the sale of liquor 
on the premises but excluding loss of 
means and support, loss or impair- 
ment of services by employers and 
action on account of loss by slander 
and/or libel. The policy excludes 
loss of property owned by the assured 
or in his custody. Landlords are be- 
ing required to give full data includ- 
ing the amount of liquor sales, which 
is considered an important index to 
the exposure. The rate generally is 
around $150 for $5,000—$10,000 
public liability and $1,000 property 
damage limit. 

Under the Illinois law, landlords 
who lease their premises to liquor 
dealers are liable and consequently 
many of the landlords are demanding 
that tavern keepers give bonds hold- 
ing the landlords harmless. Surety 
companies are reluctant to give such 
bonds, even where the tavern keeper 
may have liability insurance, because 
such a bond is in the nature of a 
financial guaranty when the fact is 
taken into consideration that the tav- 
ern keeper’s insurer may not remain 
in business, 
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N his inaugural address, President 

Roosevelt promised reform of the 

“money changers.” A year has 
now passed since that famous first 
address during which time a number 
of reforms have been undertaken, 
some of which relate to “money 
changers.” Among these are the 
Banking Act of 1933, the Securities 
Act of 1933, the important monetary 
riders to the Agricultural Adjust- 
ment Act and more recently the dol- 
lar devaluation act. While these laws 
relate to money and the manner in 
which it is obtained and used, they 
do not reach to the heart of the 
“money changer” problem. What 
the President had in mind in par- 
ticular are those activities of “Wall 
Street” which converge upon the 
Stock Exchange. Regulation of these 
practices he is actively supporting at 
the present time. 

Reform in stock exchange prac- 
tice is of more than passing interest 
to the insurance world. While in- 
surance investments are mainly in 
bonds and mortgages, these are very 
vitally affected by the trade in stocks 
and the course of prices upon stock 
exchanges. Indeed, some maintain 
that the real justification for stock 
exchanges rests in the facilities fur- 
nished investors. If stated in suffi- 
ciently broad terms, this view has 
much to be said in its favor. What, 
then, are the needs of investors with 
reference to a market place for 
securities? How are these 


needs 

















SECURITY MARKET REFORM 


By G. WRIGHT HOFFMAN 
Professor of Insurance 
University of Pennsylvania 
being met at the present time ? What 
improvements may we hope for in 
the future ? 
= e eo 


Standards of Market Efficiency 
HERE are three important serv- 
ices which organized security 

markets can render to investors. In 
varying degrees, depending upon the 
type of investor and the character of 
the market, the exchanges fulfill each 
of these services. 

The first and perhaps the most im- 
portant is the evaluation function. 
Upon the New York Stock Exchange 
alone there are listed over 1200 is- 
sues of stock and over 1500 issues of 
bonds. In this list are included the 
securities of the leading companies 
of this country aggregating in value 
for shares over 30 billion dollars and 
for bonds an equally large amount. 
Upon all of these securities an e¢.ii- 
mated value through the stock mar- 
ket is continually being placed. Fun- 
damentally, stocks and bonds repre- 
sent claims upon the underlying prop- 
erties against which they are issued. 
ut these underlying properties are 
themselves valuable mainly because 
they are producing or are capable of 
producing an income. The value of 
securities thus depends in large 
measure upon the amount and the 
stability of present and prospective 
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How far should regulation go in 
| putting up barriers against the pos- 
sible inroads of ““money changers’’ 





the Nation's Current Problems Concerns 


income of the properties they repre- 
sent. This fact is basic to an under- 
standing of the place of stock ex- 
changes in providing a market. The 
price of a security is no more or less 
than the number of dollars it will 
command at any given time. Its un- 
derlying value may, however, be con- 
siderably removed from this price at 
any given time. If exchanges are 
functioning as they should, there will 
be a minimum of difference between 
currently quoted prices and_ reliable 
estimates of value. The markets 
should represent the composite opin- 
ion of all individuals competent to 
judge the values of the securities 
listed. When this is the case a genu- 
ine service is being rendered to all 
who hold these’ securities. 

A second important market service 
is the supplying of a medium through 
which securities can be passed from 
one interest to another. Stocks and 
bonds are claims on wealth. As the 
fortunes and interests of individuals 
change from day to day and from 
time to time, so it becomes necessary 
to shift these claims from interest to 
interest. Were there no organized 
exchanges, these securities would be 
shifted through personal contacts, 
through auctions and through over- 
the-counter markets. In so far as 
exchanges supply a better medium of 
transfer than these other channels 
they render a worthwhile social serv- 
ice. 

The third service of exchanges is 
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the providing of a liquid market. This 
function is closely allied to the one 
just mentioned of providing a me- 
dium of transfer though by no means 
the same. Commercial banks and 
brokers in particular rely upon the 
stock market as an outlet for funds 
which can be quickly converted into 
cash. To some extent, investment 
banks, savings banks, insurance com- 
panies, corporations and individuals 
also depend upon the exchanges for a 
quick shifting of bonds or stocks into 
cash, though this is much less com- 
mon. In providing a liquid market, 
opportunity must be afforded (1) for 
the quick disposition of securities, 
(2) for the sale of large quantities of 
securities if necessary, and (3) for 
sale at not too large a sacrifice of 
value. Assuming that it is desirable 
for commercial banks and others to 
carry securities as quick assets, then 
it is clear that if stock exchanges can 
provide a liquid, continuous market 
having these three qualities, they are 
rendering a valuable economic serv- 
ice. 
e* @ ® 
Stock Exchange Batting Averages 

\VIE the exchanges met these 

three requirements essential to 
investors? If an answer to this ques- 
tion is to be found, it must be drawn 
from the experience of past years. 
This experience is of a mixed char- 
acter, so much so in fact that a par- 
tisan selection of material might 
easily build up a good case either in 
the affirmative or in the negative. 
Five years ago when “the new and 
higher levels” were in vogue, a closed 
case in favor of the exchanges was 
the popular opinion. Today it is 
equally popular to agree that the ex- 
changes have not measured up to 
these essentials. There is reason to 
believe that both of these opinions 
are in error. [Europeans refer to us 
as a nation of extremists, which we 
are in many matters. 

Consider the matter of margin 
trading. As we now look back, it is 
perfectly clear that prices, particu- 
larly in 1928 and in 1929, moved far 
too high in view of the then prevail- 
ing trend in earnings. In some cases, 
such as American Telephone and 
Telegraph, prices capitalized prospec- 
tive earnings to infinity. In many 
cases of mergers, where real earnings 
were obscured by stock dividends, 
rights, split-ups and the like, all sem- 
blance of an earnings-price relation- 
ship was lost. This obvious error is 
now being laid at the door of margin 
trading. Through margin trading it 
is believed that prices were pyramid- 
ed upward. Some would abolish this 
practice entirely; others would de- 
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mand a minimum margin of at least 
60 per cent. Some good will doubt- 
less grow out of these suggestions. 
It now appears certain that a Federal 
statute will set up definite standards 
making margin requirements high. 

But it should also be clear that this 
line of attack has definite limitations. 
It suggests to the margin buyer that 
he borrow not through his broker but 
direct from a private bank or other 
financial house set up for the pur- 
pose. It also suggests that he bor- 
row on other forms of collateral in 
order to raise necessary margins, per- 
haps withdrawing cash surrender 
values on life insurance policies or 
withdrawing funds from savings ac- 
counts. [Furthermore it is clear that 
the larger traders can and will more 
easily borrow and trade than the 
smaller; and to the extent that the 
market is thereby narrowed it is left 
open to the artificial influence of lead- 
ing professional speculators. In the 
matter of margins, the New York 
Stock [Exchange has already taken 
the lead in establishing fairly high 
requirements. It would seem that 
were these standardized among all of 
the exchanges with adequate control 
through Governmental authority, 
they would be more productive of 
good results than those at levels cer- 
tain to be evaded and likely to have a 
perverse effect. 

With the decline in prices in recent 
years to extremely low levels, agita- 
tion has been widespread for definite 
restrictions on short selling. What 
has been said regarding margin trad- 
ing applies with equal force to short 
selling. What is needed is not aboli- 
tion or extreme restriction but ade- 
quate control. lor certain securities, 
such as J. 1. Case, the statistics of 
short selling compiled by the New 
York Stock [xchange clearly indi- 
cate a pronounced influence upon the 
price. But for most securities the 
amount of short selling, at least in 
recent years, has not been large 
enough to have more than a tempor- 
ary influence. 

Of the three functions which or- 
ganized security markets should per- 
form, it would appear that the evalu- 
ation service has operated least satis- 
factory during the past 10 years. Re- 
garding the facilities for the ready 
transfer of securities from one inter 
est to another, the exchanges provide 
an excellent medium. Also in the 
matter of liquidity, little criticism 
can be offered unless it is that they 
are too liquid in view of the price 
paid to maintain this liquidity. 

In the matter of accurate evalua- 
tion, however, a considerable amount 
of improvement remains to be made. 





All too frequently pools have oper- 
ated without adequate regard to fun- 
damental values. From March 12 to 
March 19, 1929, a pool in Radio 
bought and sold in excess of $140,- 
000,000 worth of that stock to yield 
a profit of over $5,000,000 or approx- 
imately 30 per cent on the deposit of 
each participant. It cannot be said 
that operations of this sort are of any 
social value. They were all too fre- 
quent in occurrence during the boom 
years of 1925-1929. 
eo @ ®@ 

ORI recently, corporation offi- 
M cers and directors have to an in- 
creasing extent granted options to 
traders and others as a means of 
raising funds or distributing stock. 
A survey as recent as August, 1933, 
revealed the fact that over 200 prom- 
inent corporations at that time had 
outstanding one or more active op- 
tions. These usually take the form 
of a right granted to an individual or 
interest to buy stock of the corpora- 
tion within a given time period up to 
a stated amount at an agreed. price. 
Thus the call might be for 40,000 
shares within 6 months at 30, granted 
at a time when the market was at 35. 
Armed with this “call” the operator 
may employ a variety of tactics. He 
may sell to cover at lower levels or 
buy to create apparent strength and 
work off his shares at higher levels. 
Ile may and often does employ both 
types of tactics being sure in any 
event that his losses are limited by 
the reserve supply upon which he 
can call if necessary. [lor numerous 
illustrations of this practice, involv- 
ing officers and directors of interested 
corporations, the reader is referred 
to Part 2 of the //earings before the 
Committee on Banking and Currency, 
\nited States’ Senate, on Senate 
Resolution 84 (see especially pp. 672- 
712). 

The unfortunate part about this 
practice is the entire lack of knowl- 
edge by the stockholders regarding 
what is being done. Trading ac- 
counts of this kind are privately di- 
rected by financial and corporation 
leaders who disclose their operations 
only through drastic Governmental 
pressure. They have no proper place 
upon markets which are assumed to 
reflect the open opinion of buyers and 
sellers. 

In this same category belongs that 
vast body of propaganda built up and 
circulated by leading operators hav- 
ing as its objective the creation of 
sentiment in support of pool opera- 
tions. All too often such information 
as is published involves only half 
truths carefully timed to produce the 
maximum effect. In this the press 
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and other media for circulating news 
serve either as unknowing conveyors 
of this publicity or as private con- 
spirators in it. Here again, the flood 
light of complete knowledge is essen- 
tial if security values are to be ac- 
curately measured. 
ee @ ® 
The Direction of Reform 

RGANIZED security exchanges, 

under our present capitalistic 
system, perform valuable economic 
services. It may be assumed that 
they are to continue as centers of 
security dealing. Reform should, 
therefore, be in the direction of im- 
proving their social usefulness. More- 
over the emphasis in reform measures 
should be upon those phases of ex- 
change operation which give promise 
of greatest permanent improvement. 
Viewed in this light it is clear that 
the greatest abuses in the field of 
security dealing fall outside the im- 
mediate operation of exchanges. In 
the conduct ef security markets, four 
groups play an important part. The 
first consists of employee technicians 
engaged in internal detail. In this 
category belong those engaged in the 
work of clearing stocks, the quota- 
tion service, accountants and other 
clerical help. The second group con- 
sists of members and member firms 
constituting the profession contact 
with the trading and investing pub- 
lic. The third group consists of that 
large body of traders and investors 
who buy and sell securities as cus- 
tomers of the brokers. The fourth 
group consists of those interests, of- 
ficers, directors, leading stockholders, 
—who are affiliated with the com- 
panies whose stocks are listed. 

It is believed that the greatest pos- 
sibility of reform lies in the direction 
of more accurate and complete pub- 
lished information regarding the in- 
terests of the fourth group. The 
widespread practice of officers, di- 
rectors and leading stockholders ac- 
tively trading in the stock of their 
own corporations is at best a very 
dubious proposition. If it is neces- 
sary to have such trading, it is cer- 
tainly desirable to have complete 
publicity regarding it. Suppose for 
example that the officers, directors 
and the ten largest stockholders of 
each corporation were required by 
law to currently state their market 
positions and purchases and sales on 
the day following any change in 
position or any purchase or sale. It 
seems very doubtful with such a re- 
quirement that these leading interests 
would engage in extensive manipula- 
tive operations. In a very real sense 
they stand with respect to the thou- 
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sands of small stockholders and credi- 
tors of their corporations in the posi- 
tion of trustee. It is not wnreason- 
able, therefore, to expect of them a 
high order of good faith in the inter- 
est of their corporation. Except in 
very rare instances, such as manage- 
ment security trusts, this does not re- 
quire the maintenance of trading ac- 
counts. 

Similarly officers and directors 
might well be required to currently 
make public the issuance of all rights, 
warrants, options and the like, their 
terms and current statis for the bene- 
fit of all stockholders. As now oper- 
ated it is impossible for a stockholder 
to learn even of the existence of such 
options. Publicity should also attend 
the participation by officers, directors 
and leading stockholders in all forms 
of pool or syndicate operation. 

e* @e ® 

OUPLED with public informa- 

tion of this negative sort should 
be ample financial and operating data 
of a dependable character relating to 
the corporations. As at present op- 
erated, corporations are free to set 
forth as much or as little as they 
choose in their financial and income 
statements, incorporating a wide 
variety of accounting principles and 
detail. Were current reports re- 
quired according to good accounting 
and auditing procedure with an 
ample amount of accurate and worth- 
while detail, less would be left to the 
imagination, the tipsters’ position 
would decline and a larger measure 
of worthwhile market evaluation re- 
sult. 

If legally possible it would be de- 
sirable to license all over-the-counter 
dealers in securities under Federal 
law and to encourage as far as pos- 
sible the listing and dealing in securi- 
ties upon organized security markets. 

It is an inescapable fact that those 
aspects of security trading against 
which the greatest amount of justifi- 
able criticism can be levied are fea- 
tures about which the greatest secrecy 
prevails. Security reform should 
point, therefore, to broader and more 
thorough-going public information. 
With the spotlight turned on many of 
these features, they will become self- 
correcting. In the meantime care 
should be taken in regulating the 
technical aspects of organized secur- 
ity trading lest attempted improve- 
ment turn out to be a step backward. 

ee @ @® 





The Journal of American Insurance will 
bring you authoritative articles on a variety 
of subjects every month . . . $2.50 per year. 
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Illinois Underwriting Rules 

\ NUMBER OF CHANGES IN THE 
RATES AND RULES FOR THE COINSUR- 
ance clause, use and occupancy, for 
the combined tornado and hail policy, 
whiskey distilleries and grain charges 
insurance have now become effective 
in Illinois. It is expected that sim- 
ilar revision of the rule book will be 
introduced in the other western 
states. 

Revised coinsurance credits have 
been adopted for risks of fire- 
proof and incombustible construction. 
The increase in credits results in re- 
ducing the net cost of the insurance 
about 10 per cent. To supplement 
this change there is a rule to prevent 
rebating to take advantage of the in- 
creased credit. The rule provides 
that the increased credits for the coin- 
surance clause should not apply to 
existing policies containing a coinsur- 
ance clause unless the symbol “R” 
appears in the occupancy column of 
rate publication. In cases where ex- 
isting policies do not contain a coin- 
surance clause, the revised credits, 
if applicable, may be used, provided 
a coinsurance clause is attached and 
effective on or after March 3. 

A mandatory form has been creat- 
ed covering charges and/or process- 
ing value and /or contingent liability 
in connection with grain elevators 
(all classes) and/or grain tanks. 

The rule of maximum and mini- 
mum charges has been clarified ex- 
pressly to provide that if the hail 
clause is attached to the tornado pol 
icy, the additional premium must be 
paid even though the charge amounts 
to 50c or less. 

The rules have been revised to per 
mit term insurance on whiskey dis- 
tillenies on the basis of reduced mul 
tiples of the annual rate regardless of 
construction. Formerly term insur- 
ance was permitted on such risks 
when of fireproof construction only. 

\n important change is the reduc- 
tion of 1 cent from the cost of com- 
bined tornado and hail insurance on 
contents. When hail insurance last 
year was made a mandatory coverage 
along with tornado, producers met 
objection of customers, who felt the 
chance of hail damage to contents was 
remote and threatened to give up 
windstorm insurance on contents al- 
together rather than pay the increased 
rate. 

Instead of adding 2 cents to the 
tornado rates for the inclusion of hail 
coverage on contents, the rate here- 
after is to be increased only 1 cent. 
The combined tornado and hail rate is 
reduced 2 cents on bridges not cov- 
ered or enclosed; masonry smoke- 
stacks; tanks, concrete, tile or steel, 

(Continued on Page 26) 
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Justin Peters Renominated for 
Director of National Chamber 


M*: Justin Peters, President and 
General Manager of the Penn- 
sylvania Lumbermens Mutual Fl ire 
Insurance Company of Philadelphia, 
Pennsylvania, who has served with 
distinction as one of the two directors 
representing Insurance in the Cham- 
ber of Commerce of the United 
States, has been nominated for re- 
election at the Annual Meeting which 
will open in Washington, D. C., on 
May 2. 

Mr. Peters was first elected to the 
United States Chamber Directorship 
at the meeting held in San lrancisco 
in 1932, upon which occasion he 
polled votes enough to give him a 
three to one majority over his op- 
ponent. This year, as at San lran- 
cisco, he enjoys the endorsement and 
support of both mutual and stock or- 
ganization members of the National 
Chamber, his petition having been 
signed by the presidents of the Feder- 
ation of Mutual ire Insurance Com- 
panies, National Association of Mu- 
tual Casualty Companies, National 
\ssociation of Mutual Insurance 
Companies, National Association of 
\utomotive Mutual Insurance Com- 
panies and Mutual Fire Insurance 
\ssociation of New England in the 
mutual field; and the National Board 
of Fire Underwriters, National 
\utomobile Underwriters Associa- 
tion, American Institute of Marine 
Underwriters, the Association of 
Marine Underwriters of the United 
States and the National Association 
of Insurance Agents in the stock field. 
Kach of these organizations has 
pledged him their undivided support 
and are actively working for his elec- 
tion. 


“’ 


R. Peters’ career in the fire in- 

surance business is well known 
to all mutual and most stock insur- 
ance executives, the company of 
which he is President and Manager 
having served the public, and, in a 
special degree, the lumber industry 
of the territories, in which it oper- 
ates, for almost forty years under 
his management. 

Serving with Mr. Peters as the 
second director representing Insur- 
ance in the National Chamber is Mr. 
John C, Harding, known to practical- 
ly every insurance man in the coun- 
try as the Western Manager of the 
Springfield Fire & Marine Insurance 
Company. Mr. Harding was elected 
to his position of Director at the An- 
nual Meeting in 1933, at which time 





Mr. Peters became Chairman of the 
Insurance Department of the Cham- 
ber. Following the custom of rota- 
tion, Mr. Harding will succeed Mr. 
Peters as Departmental Chairman at 


Justin 
Peters 


John 
C. 
Harding 





Representing Insurance on the Board of 
Directors of the Chamber of Commerce of 
the United States. 


the time of the Annual Meeting in 
May. 

The Insurance Department of the 
National Chamber under the able 
direction of its manager, Terrence F. 
Cunneen, and the supervision of such 
men as Justin Peters, John Harding 
and their predecessors, has developed 
into one of the strong and important 
divisions of America’s outstanding 
business organization. Its activities 
have been notable in the fields of fire 
and accident prevention, and it has 
contributed marked interest and help- 
ful guidance in all matters affecting 
the stability and the healthful de- 
velopment of the insurance business, 
in each of its many phases. 






The insurance interests of the 
country are fortunate in having as 
their representative upon the Board 
of Directors of the National Cham- 
ber Messrs. Peters and Harding who 
have been able to apply to the solu- 
tion of the Chamber’s insurance prob- 
lems a wealth of practical experience, 
a soundness of judgment and an abil- 
ity to work together in harmonious 
fashion for the ultimate best inter- 
est of both company and policyhold- 
ers. National Chamber members gen- 
erally hope for a continuation of the 
fine service they have rendered. 

ee ee ® 
U. S. Supreme Court 
Decisions 


HE Supreme Court of the 

United States handed down a 
number of opinions on March 5. The 
two cases noted below are of interest 
to insurance counsel. 

LIFE AND CASUALTY INSURANCE 
Company v. McCray. The constitu- 
tionality of an Arkansas statute was 
questioned. The state law provides 
that, when an insurance company fails 
to pay a loss within the time specified 
in the policy, the company shall be 
liable to pay to the insured, in addi- 
tion to the amount of the loss, (1) 
damages equal to 12% of the loss 
and (2) reasonable attorney’s fees. 
It was held by a divided court, 6-3, 
that the statute was constitutional. 
Mr. Justice Cardozo wrote the opin- 
ion for the majority. 

The insurance company resisted 
payment of a loss on a life insurance 
policy. The insured recovered in the 
Arkansas state courts. The recovery 
included 12% damages and $300 at- 
torneys’ fees (trial, $200; appeal 
$100). 

The opinion states that the 14th 
Amendment does not prohibit the 
award of attorneys’ fees and fixed 
damages, moderate in amount, when 
payment of a policy of life insurance 
has been wrongfully refused. On the 
subject of attorney’s fees the opinion 
reads: 

“We assume in accordance with the 
assumption of the court below that 
the payment was resisted in good faith 
and on reasonable grounds. Even so, 
the unsuccessful defendant must pay 
the adversary’s costs, and costs in the 
discretion of the lawmakers may in- 
clude the fees of an attorney.” 

On the allowance of damages in 
the amount of 12% of the loss the 
court states : 

“The argument is that the allowance 
is to be condemned as a denial of due 
process when the defense is in- good 
faith and on grounds not wholly friv- 
olous. We find a different meaning in 
the constitution and the precedents. 
The same social needs that sustain the 
award of an attorney’s fee when pay- 

(Continued on Page 27) 
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ESTING THE SS 
AUTO DRIVER : i 


Means devised by which capacity 
to operate a motor car safely may 
be determined for any individual. 














By CURTIS BILLINGS 
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I 


UTOMOBILE driver, know 
A thyself! My friend Schwartz 
didn’t. Schwartz was driving 
his car along a two-lane concrete 
highway one day last summer. His 
speedometer wavered from 40 to 50, 
back to 45, up to 60, and down again 
as the road gently twisted, turned, 
straightened out, and crossed other 
highways through an undulating 
countryside. Sometimes Schwartz 
was passed by faster travelers ; occa- 
sionally he passed machines not main- 
taining his gait in the course of the 
smooth miles. My friend was neither 
road hog nor speedster. He held his 
own private pace with due caution. 
inally Schwartz found himself 
behind a heavily laden truck. He de- 
cided to pass. Although he saw an- 
other car coming toward him, he 
thought there was ample time for 
him to get around. tle stepped on 
the accelerator. He moved to the 
left lane. 


He discovered in one awful mo- 
ment that the approaching machine 
was upon him! 


The crash involved all three ve- 
hicles. In attempting to avoid a 
head-on collision, Schwartz drove in- 
to the side of the truck. The truck 
careened madly into a ditch. The 
other automobile  sideswiped 
Schwartz’s machine and tumbled end 
over end off the road on the opposite 
side. Schwartz’s car remained mir- 
aculously in the highway, twisted and 
bent, but upright. 

My friend received painful lacera- 
tions from flying glass, and_ for 
weeks hobbled about with a_ badly 
sprained back. The driver of the 
car which had approached him, a girl 
of twenty, recently emerged from a 
hospital with a shortened left leg and 
disfiguring scars on her face and 
neck. The driver of the truck was 
lucky. Ile received no more than a 
bad fright and minor bruises. 








Schwartz was not only heartbroken 
because of the accident (a wealthy 
man, he voluntarily settled a small 
fortune on the girl), but he was 
dumbfounded that such a thing could 
happen to him. True, he had occa- 
sionally found himself unexpectedly 
in tight places while driving, but he 
was not given to taking foolish 
chances. At the time of the tragedy 
he was in full possession of his facul- 
ties. The sun was not in his eyes. He 
was not lighting a cigar, nor was he 
especially preoccupied by business or 
other cares. Moreover, he had just 
passed a physical examination with 
flying colors for a man of his age. 


INALLY he heard of a place 
where he might discover the 
cause of his gross miscalculation in 
passing the truck, Like the victim of 
a mysterious disease who hurries off 
to the specialist in the distant clinic, 
Schwartz went to Ames, Iowa. There 
his difficulty was diagnosed ; the true 
cause of his almost fatal error was 
isolated. 
Ile was found to be a sufferer from 
a singular ocular defect, one of sev- 
eral which have an important bear- 
ing on safe driving. He has deficient 
depth perception. Thus he is unable 
to determine how far away objects 
are from him, and likewise unable to 
gauge the speed with which they ap- 





Driver (on right) being tested for 

all round driving ability. He sits 

with the examiner at the wheel of 
the dummy car. 


Ihoto by Courtesy 
National Safety Council, Inc. 


proach. If Schwartz’s eyes had told 
him how close the girl’s car was and 
how fast it was coming, a_ pitiful 
tragedy would have been averted. 
The specialist in this case is neither a 
physician nor an oculist. He is a psy- 
chologist. As chairman of the Com- 
mittee on the Psychology of the 
Highway of the National Research 
Council, he is conducting researches 
into the personal causes of automo- 
bile accidents. His ‘clinic’ is a labora- 
tory at Iowa State College, where he 
is associate professor of psychology. 
His name is Dr. Alvah R. Lauer. 
In the course of a number of years 
Dr. Lauer has developed and selected 
a series of tests calculated to enable 
him to determine whether or not a 
person has the physical attributes to 
make a safe driver. The tests are 
complete now, or practically so, and 
the psychologist is validating his 
methods by testing drivers whose ac- 
cident records are known. So satis- 
factory have been the results that he 
is assured that in nine cases out of 
ten he can find out in thirty or forty 
minutes as much about a man’s abil- 
ity to drive safely as one could dis- 
cover formerly by the excessively 
tedious and costly practice of letting 
him operate an automobile for four 
or five years, counting the accidents 
he has experienced, analyzing them 
for the causes, and thus determining 
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his relative proneness to mishap. The 
driver in the corps of the United 
Motor Coach Company of Des 
Plaines, Illinois, for example, who 
recently received the highest rating 
in Dr. Lauer’s tests was the driver 
with the best accident record in the 
fleet. 

The day is coming when these tests 
will supplant the limited ones now be- 
ing administered in the states which 
examine drivers before _ licensing 
them to drive. It is a practical cer- 
tainty that progressive operators of 
large fleets of motor vehicles will 
soon be employing them in selecting 
their drivers. And they will enable 
insurance companies to determine 
more equitably liability and property 
damage rates. At the present time 
the safe driver pays for a large share 
of the carelessness and weaknesses of 
the poor driver—a system which cer- 
tainly does not encourage good driv- 
ing. Perhaps before long some auto- 
mobile manufacturer will make the 
tests available to anyone who wants 
an analysis made of himself so that 
he can learn his own deficiencies and 
compensate for them. Then a driver 
will be able to know himself as 
Schwartz and thousands like him did 
not, and the number of tragedies on 
our streets and highways will be re- 
duced. 

‘But,’ one may well ask, ‘is it pos- 
sible to test a man and ihen say 
whether or not he will have an acci- 
dent ? 

Since I asked the psychologist this 
question, | shall give his answer. 

‘No, we can only determine whether 
or not the man is a safe “risk,” ’” he 
said. ‘When a person is examined 
for a life insurance policy and it is 
found that he is suffering from tu- 
berculosis, the company actuaries, 
with all the thousands of longevity 
records available, cannot tell when 
the man will die. Maybe he will die 
to-morrow ; maybe he will live thirty 
years. The actuaries know merely 
that in the light of experience the 
victim of this disease is a poor risk, 
and the policy is denied him. 

‘It is the same with susceptibility 
to accidents. If the probationer is 
color-blind, if his depth or distance 
perception is poor, and if he is in- 
clined occasionally to take long 
chances, we cannot say that he will 
have an accident if he operates an 
automobile. But we can say that he 
is an exceedingly poor risk and that 
for his personal safety and for the 
safety of the public he should not be 
permitted to drive unless he is edu- 
cated to correct his faults and to com- 
pensate for his deficiencies. And 
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even then he should be allowed to 
drive only after he has assumed full 
responsibility for his driving.’ 
ee @ ® 
II 

R. LAUER’S tests include 

twelve of vision (‘eye-openers’ 
to the layman), one of strength of 
grip, one of speed of movement, one 
of excitability, and a cover-all test 
of observation, motor control, ner- 
vousness, and manipulation. 

While this last test is by far the 
most spectacular, the most surprising 
are the tests of vision. Twelve of 
them! Good vision means acuity 
only to most people. If Smith can 
read the legend on the distant bill- 
board as well as Jones, he assumes 
that his sight is just as good; ergo, 
in the matter of eyes, he ought to be 
just as competent a driver as his 
friend. A few people go further than 
this and admit that color vision is 
probably of importance in driving. 
Again, if Smith can distinguish colors 
about as aptly as Jones, he is very 
sure indeed that his friend has noth- 
ing on him when it comes to adequate 
vision. 

‘But what,’ inquires Dr. Lauer, 
‘about your field of vision? What 
about this thing called depth percep- 
tion? What about exophoria, eso- 
phoria, hyperphoria, strabismus, and 
lacunze or scotomata 7” 

‘Never heard of any of ’em,’ an- 
swers Smith. 

‘How about your susceptibility to 
glare?’ the psychologist goes on. 

The bewildered Smith cannot cope 
with such an onrush of technical 
erudition. It is the scientist who must 
explain these strange things and what 
bearing they have on safe automobile 
driving. Not that Smith is stupid. 
No. Like most laymen, he is simply 
unaware of what efficient human eyes 
can do—and equally oblivious of the 
hazard that inefficient eyes represent. 

Take field of vision, for example. 
\ person with normal sight can look 
straight ahead as through the wind- 
shield of his car and yet, without 
altering the focus of his eyes, detect a 
moving object at either side. This 
gives him a total field of 185 to 195 
degrees. The importance of a wide 
field is at once apparent. It enables 
the driver to watch the road and still 
see everything that comes toward him 
from the side. The person with a 
contracted field wears, in effect, 
‘blinders.’ He doesn’t see the car 
which is passing around him until it 
is in front of him. He doesn’t see 
the machine which approaches at a 
fast clip at an intersection. He misses 
road markers of all kinds, including 





caution signs. He fails to see many 
things that he ought to see for his 
own safety and the safety of the 
people riding with him—not to men- 
tion the safety of other drivers and 


’ pedestrians. Sufferers with an ex- 


tremely contracted field are said to 
have tunnel vision. It is as if they 
were looking through a tunnel or pipe 
and saw only what was at the far 
end. 

Dr. Lauer has found that a field of 
vision of less than 140 degress is 
dangerous. He measures the field by 
placing a large cardboard protractor 
in a horizontal position in front of the 
driver’s eyes with the centre of the 
flat edge at the bridge of the nose. 
While the driver’s gaze is focused 
straight ahead, the psychologist moves 
a pencil along the curved edge of the 
protractor from front to back until it 
passes out of the driver’s sight. He 
does this on both sides and the points 
of disappearance give the measure- 
ment of the field. The reader can 
test his own field of vision by focus- 
ing his eyes on some object directly 
before him and wiggling his fingers 
at each side of his head. The result 
will not be accurate, but at least he 
can discover if his field approximates 
the normal. 

It is said that American Indians 
knew that the periphery of vision is 
more sensitive to movement than the 
centre of the eye. The Indian would 
lie on his back and look out of the 
corner of his eye to detect slight 
movements of bushes where enemies 
might be lurking. 

Depth perception is equally impor- 
tant, but it is more interesting. Suf- 
ferers like my friend Schwartz can- 
not see depth or distance. A normal 
pair of eyes each focused on the 
same object gives a person three-di- 
mensional sight. People with only 
one eye see depth very poorly. Close 
one eye and bring your two index 
fingers together at an easy distance. 
See how far you miss. 

eee 

F' JR this test the psychologist uses 

an old-fashioned _ stereoscope, 
such an instrument as everybody’s 
grandmother used to have in her 
front parlor, with a series of spec- 
ially adapted pictures. He advises 
the driver with faulty depth percep- 
tion to be exceedingly careful when 
he passes other cars, because an on- 
coming machine may be closer than 
he thinks. 

While the reader knows whether 
he is right- or left-handed, is he aware 
that he also is right- or left-eyed ? 
Probably not. And yet exact equality 
of sight is about as rare as ambidex- 
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terity. Psychologists call this com- 
mon tendency ocular dominance. 
When the sufferer is fatigued, he un- 
consciously tends to use his better eye 
and to allow the other one to rest. In 


extreme cases the driver is, for all © 


practical purposes, one-eyed, with an 
exceedingly narrow field of vision 
and impaired depth perception. To 
make it worse, the good eye is over- 
worked and the strain causes head- 
ache and other disturbances, all of 
which result in still greater fatigue. 

Dr. Lauer uses an odd device for 
determining ocular dominance. It is 
a metal instrument in the shape of a 
flattened cone. The driver being 
tested looks with both eyes through 
the large end, and the examiner 
moves a pencil back and forth not far 
from the other end. The driver is 
required to focus on the pencil. If 
he focuses on the pencil to the right 
of a centre sight on the instrument, 
his left eye is dominant, and vice 
versa. If he focuses on it at centre, 
he has used both eyes equally. Cross- 
eyed persons, who technically suffer 
from strabismus, use one eye almost 
exclusively. They are hampered all 
the time by the same difficulties that 
sufferers from ocular dominance ex- 
perience at times of greatest fatigue. 


Closely allied to strabismus are the 
three phorias. In exophoria, the eyes 
tend to turn out; in esophoria, they 
tend to turn in; in hyperphoria, one 
eye tends to turn up. In extreme 
cases, as I have said, the patient is 
called ‘wall-eyed’ or ‘cross-eyed’ or 
‘cock-eyed.’ But usually the defect is 
only a tendency and is not noticeable ; 
indeed, the sufferer himself is ordi- 
narily unaware of it. The danger is 
that the malfocus sometimes results 
in double vision. 

A railroad engineman, recently test- 
ed, was of the opinion for years that 
there were two signal arms at all 
switches, one above the other. His 
was a case of hyperphoria. The suf- 
ferer driving an automobile, particu- 
larly at night, is in a dangerous pre- 
dicament indeed. [specially is this 
so in cases of exophoria and eso- 
phoria. Instead of one, he sees two 
automobiles approach and doesn’t 
know which to miss! He sees two 
tail lights on the car ahead. If two 
cars are coming almost abreast, he 
sees the road filled from edge to edge 


with eight headlights forming a 
blurred, confusing mass. 
eo @ @ 
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NOVEL device is used by Dr. 
Lauer for testing resistance to 
glare. Called a glarometer, it consists 
of a light behind a circular, frosted 
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glass and a diffusing lens. In the 
centre of the glass is the word ‘out’ 
(any word would do), printed plainly 
on a white background which is im- 
pervious to light. As the intensity of 
the light is gradually increased, the 
probationer is asked to tell when the 
light is so strong that the word dis- 
appears. For some people the word 
is gone when the light reaches only 
moderate intensity. Others can read 
it when the light is blinding to the 
ordinary sight. Since the intensity 
of the light is calibrated, it is pos- 
sible to give each driver a definite 
rating on his resistance to glare. 

Glare is a direct cause of some ac- 
cidents and an indirect cause of 
others. In thousands of accidents 
each year the motorist gives ‘blinded 
by headlights’ or ‘blinded by the sun’ 
as the sole reason why he failed to 
see the other car or the defenseless 
pedestrian in his path. As an indirect 
cause, glare from bright sunlight re- 
sults frequently in dangerous fatigue ; 
indeed, drivers who are unusually 
susceptible to glare have fallen sound 
asleep at the wheel. Being blinded 
by bright light has always been looked 
upon as the perfect excuse in case of 
an accident—but will it be considered 
so when drivers have an opportunity 
to know their eyes? Dr. Lauer ad- 
vises those who are easily blinded to 
shield their eyes against sunlight by 
shaded spectacle lenses and against 
headlights by colored panels or disks 
on the windshield. 
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For color blindness he uses the 
Ishihara test, about which a great 
deal has been written. It consists of 
a series of circular areas made up of 
a patchwork of different-colored 
dots so arranged that one numeral in 
colors is visible to the normal eye 
while a different one is apparent to 
the person suffering from color blind- 
ness. There are many charts of dif- 
ferent sets of colors in the series, so 
that it is possible to determine just 
which colors the driver cannot dis- 
tinguish. In automobile driving, red- 
green color blindness is the most im- 
portant because of the use of these 
colors in signals, and this combina- 
tion of color blindness is the most 
common. Dr. Lauer, who has tested 
thousands of pairs of eyes, says that 
10 per cent of male drivers and 1 per 
cent of female drivers are color- 
blind and that a tenth of these experi- 
ence serious difficulty in reading sig- 
nals. Thus there are thousands of 
drivers on the streets today who do 
not know what signals mean. Drivers 
in this category are cautioned to 
watch what other drivers do at sig- 
nalized intersections and thus to com- 
pensate as best they can for their 
deficiency. It is not safe to memorize 
the relative positions of the red, am- 
ber, and green lights, because in some 
signals the green is at the top and 
the red is at the bottom, while in 
others the opposite is true. 

A surprisingly large percentage of 
people do not know that there is such 
a defect as color blindness. Dr. Lauer 
tells a story about a man and wife 
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Here three tests are going on simultaneously. 


ing the field of vision test. 








At the left stands Dr. Aluhh R. Lauer giv- 


In the center a driver is gazing through the stereoscope used 
for the test of depth or distance perception. 


At the right an assistant ts testing a driver 


for ocular dominence. 
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who almost came to blows in his lab- 
oratory during the color-vision test. 
One of the Ishihara charts was shown 
to the husband, a commercial driver. 
He promptly said ‘21,’ which was the 
number color-blind people see on that 
particular chart. His wife, standing 
near by, saw the number 74, which is 
what normal eyes perceive. <A bitter 
altercation ensued. The husband in- 
sisted that the number was 21, the 
wife that it was 74; then both ap- 
pealed to the psychologist. Very care- 
fully he explained the difficulty to 
both of them. But the wife was un- 
impressed. ‘No,’ she exclaimed. 
‘Joe’s just bull-headed. Don’t pay 
any attention to him. He’s always 
that way when he’s around strangers.’ 


A thoroughgoing test for acuity of 
vision is also included in the series of 
examinations—the test which most 
people think of as being the only 
practical one of vision. In defense 
of those who hold this opinion let me 
say that it is the only test in use to- 
day (except for color vision) in most 
of the states which attempt to test 
the sight of drivers before granting 
them a license to drive. Acuity is, of 
course, very important. The psy- 
chologist tests the eyes together and 
each eye separately, both with and 
without glasses, if the probationer 
wears them. The studies have shown 
that 25 per cent of drivers wear 
glasses, a fact that has no particular 
significance from the point of view 
of traffic safety ; but the studies have 
also shown that a considerable per- 
centage of people who need to wear 
them do not, a fact that has a tre- 
mendous bearing on safety. 


Some drivers have as low as 15 to 
20 per cent of normal vision. This 
means that they can see at a distance 
of fifteen to twenty feet what the av- 
erage person can see with equal clar- 
ity at one hundred feet. Some suffer 
from myopia or nearsightedness ; 
others from hyperopia or farsighted- 
ness ; and still others suffer from as- 
tigmatism, which means roughly that 
they are both farsighted and near- 
sighted in the same eye and have 
blurred vision. Except in extreme 
cases, farsightedness is the least dan- 
gerous of these defects. 


Another not uncommon ocular diffi- 
culty is malingering of the eye, or its 
failure to function at certain times. 
eyes frequently fail when they are 
needed most! And, curiously, this 
seems to be a purely psychological 
phenomenon. Lacunz or scotomata 
also are found in a considerable per- 
centage of cases. Everybody has a 
blind spot (of which he is not aware), 
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but the sufferer from lacune has a 
blind spot so large that a child may be 
standing in full view a few hundred 
feet away and yet be invisible. A 
cheiroscope is used for detecting this 
condition—an interesting instrument. 
The probationer looks through the in- 
strument with both eyes. With one 
eye he sees a simple picture, which 
he is asked to draw, and the other is 
trained on a plain piece of paper. 
Thus with one eye he is to draw what 
the other eye sees. If he is a sufferer 
from lacune and has a ‘hole in his 
vision,’ he will see and be able to 
draw only the portion of the picture 
seen by the defective eye. Both eyes 
are tested this way in turn. 


IV 

HIEN the tests of vision are 

completed, the examiner can say 
with fair accuracy whether or not the 
probationer’s vision is adequate for 
safe automobile driving. [But vision 
is not all there is to the physical at- 
tributes of a safe driver. The tests 
of sight do not exhaust Dr. Lauer’s 
bag of scientific tricks. There is 
strength of grip, for example, which 
is very important because of the 
power required to hold an automobile 
in the road in case of a blowout of a 
tire or to swerve the car suddenly to 
avoid a collision. Some women 
drivers are scarcely strong enough 
for driving certain types of cars, and 
truck and bus drivers need powerful 
hands to control their heavy vehicles 
even though ordinary manipulation 
may be comparatively easy. dyna- 
mometer, or spring device like a small 
pair of scales, is used to test grip; for 
safety each hand should have a grip- 
ping strength of from 75 to 100 
pounds. 


Speed of movement is measured by 
the use of a telegraph key and an 
electric counter. The person taking 
the test operates the key as rapidly 
as he can in five periods of ten sec- 
onds each. His score is found by 
averaging the number of contacts 
made, and the record is compared to 
the normal. Quickness is so often 
vital in automobile driving that the 
importance of this attribute to safe 
driving is obvious, This test is sim- 
ilar to a standard test for reaction 
time, but is more practical because 
it is not influenced so much by dis- 
tractions to the person taking it. 

A complicated electrical-device in- 
cluding a Wheatstone bridge and a 
galvanometer is used to measure the 
driver’s susceptibility to sudden 
noise, which, in turn, gives a clue to 
his nervous stability. Tirst used in 





France to select street-car motormen, 
the method is the same in principle as 
that of the famous ‘lie detector’ which 
is rapidly coming into use by progres- 
sive criminologists. A tiny electric 
current is passed through the body of 
the person being tested. Suddenly a 
loud automobile horn is sounded near 
him. If he is unstable nervously, his 
body resistance to the current is low- 
ered and this is registered on the gal- 
vanometer. The unexpected sound- 
ing of the horn will give one man a 
terrific start, while another apparent- 
ty would show no loss of composure 
if a bomb were to be set off under 
his chair. 


Dr. Lauer will add an audiometer 
to his equipment when funds become 
available. A well-known device, it 
measures accurately a person’s ability 
to hear. It varies the pitch and sound 
intensity so that hearing in the various 
registers is measured and calibrated. 
The psychologist says that, while 
hearing is undoubtedly important to 
safe driving, research studies to show 
exactly how important it is are yet 
to be made, 


B* far the most interesting piece 
of equipment developed by the 
psychologist is a mechanical device 
for giving a driving examination 
which tests the driver’s observation, 
motor control, nervousness, and 
manipulation. Since an actual driv- 
ing field, with all the common turns 
and stops carefully arranged (such as 
Dr. Lauer has laid out near his lab- 
oratory at Ames), is not transport- 
able, an amazing substitute has been 
developed. The man being tested 
sits at the wheel of a dummy car. It 
has the regulation steering wheel, 
horn, pedals, gearshifting lever, and 
accelerator. He looks through a 
windshield and over the top of a 
dummy hood, but, instead of seeing 
a roadway, his gaze enters a minia- 
ture stage about four feet wide, two 
feet high, and three feet deep. Across 
the front of the stage several inches 
from the floor is a quarter-inch iron 
bar, and to this bar is fixed a toy 
automobile. The driver turns’ the 
wheel of the dummy car to the right, 
and behold, the toy car moves along 
the bar to the right. He finds that 
he can move the toy back and forth 
along the bar at will. 


The floor of the stage consists of 
an endless leather belt operated by a 
special electric motor. On the belt 
is painted a country road with trees, 
fences, barns, houses, filling stations, 
and railroad tracks. The road winds, 

(Continued on Page 21) 
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URING the past year the writer 
D has visited several European 
insurance centers, London, 
Paris, Berlin, and Amsterdam. In 
this paper there are presented cer- 
tain European situations and _prac- 
tices which seemed to him’ particu- 
larly striking. No attempt is made 
to evaluate their importance nor to 
judge their soundness — they are 
offered only as notes which, it is 
hoped, will prove interesting and sug- 
gestive to readers of the Journal. 
ee @ ® 
French Fire Insurance Contracts 
IRE Insurance in l*rance is reg- 
ularly written for a term of ten 
years, as a firm (non-cancellable) 
contract in the case of “simple risks” 
(such as private dwelling houses), 
and on cancellable forms in the case 
of large business properties. There 
is no legally required standard form 
of policy, but the form used must be 
in accordance with Irench law. On 
large risks several pages of additional 
matter are prepared, covering the 
distribution of the amount of in- 
surance, declarations, and supple- 
mentary agreements, which are added 
to the printed form. Both insurer 
and insured sign the contract, of 
which copies are made for each com- 
pany on the risk, as well as for the 
insured and the broker, if any. 
Among the risks insured against 
are’ usually found the financial re- 
sponsibility of the insured to his 
landlord and neighbors on account of 
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fire, reference being made in the con- 
tract to the provisions of I'rench law 
governing such responsibility. Loss 
of use is also usually insured against. 
The following statement of coverage 
on one location is abbreviated from 
a fire insurance contract written on 
a risk situated in Paris, the property 
of a forwarding firm: 

lrequently, a single policy will be 
written to cover the entire fire risk 
of a particular insured, replacing a 
variety of individual policies. In such 
a case the individual contracts are 
usually allowed to run to termination, 
the new contract gradually picking 
up the insurance as they expire. This 


Comment on Underwriting Methods 
and Forms of Coverage used in the 
Major Foreign Countries 


All Nations Have Similar Insurance Problems But Manners 
and Customs Often Demand Different Treatment of 


Underwriting Methods. 


arrangement is embodied in a “tran- 
sitional agreement” (convention tran- 
sitoire). The contract just cited took 
effect on February 12, 1932, and was 
written for a 10-year term. It cov- 
ered five locations, on three of which 
it was to take effect at later dates, 
full coverage on all locations not be- 
ing effected until June 4, 1932, Cov- 
erage on each location was effective 
as follows: 

February 12, 1932 
February 12, 1932 
April 5, 1932 

May 12, 1932 
January 4, 1932 
The annual premium on the entire 
amount of insurance (fr. 4,443,000) 
was fr. 4,047.30, but during the first 
year it was adjusted as follows: 


Location No. 
Location No. 
Location No. 
Location No. 
Location No. 


Om wh = 


Table I 


Description 
On merchandise held for 


lL ee : 
On office furniture and property of the staff 


On responsibility to landlord for damage to building 


CT Pte oe ree eee 


On responsibility to landlord for loss of rents or 


rental value 


LOSS OF URE occcsic0s hese cececececcscccens 
On responsibility to neighboring owners of property.. 


WB ok Betws eulen 


Rate per 
Amount 1,000 francs Premium 
aac demenio ate fr. 1,000,000 LZ fr. 1,250. 
oseadien 2,000 1.25 2.50 
wimaietaenee 600,000 45 270. 
Nepstar 40,000 45 18. 
ee 40,000 45 18. 
300,000 me 45. 
siete fr. 1,982,000 fr. 1,603.50 


Table Il 


Term 


Feb: 12, 1962 to ApriS,. 1982... cisco csc 
Agel 5, F052 to May 12, TIG2 oi oioisis ccc sis 
May 12, 1932 to June 4, 1962:..........5.0000%+ 
June 4, 1932 to February 12, 1933........ 


Total first year’s premium... 


Amount of Insurance Premium 


DW yrs phair fr. 3,508,000 fr. 313.70 
bcdkoricietetee 3,708,000 324.60 
Bethea Ee 3,993,000 247.05 
stearate. 4,443,000 2,804.50 
TRA Se Eee Sar RRSP DMEM fr. 3,689.85 
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This particular transitional agree- 
ment was relatively simple, some of 
them covering a multitude of items 
and many expiring policies, and re- 
quiring several years to bring the new 
contract into full effect. 

Where contracts are made with sev- 
eral companies at the same time on 
the same risk, it is usual to embody 
them all in one policy form, each 
company and its financial interest be- 
ing specified. This practice does away 
with non-concurrent policies, and the 
consequent problems of apportion- 
ment. 

e* @e ® 


French Premiums and Taxes 


REMIUM rates in France seem 

relatively low, but the final 
amount paid by the insured for his 
policy is made up of a variety of 
charges, levied both by the carrier and 
the government. Starting with a 
quoted premium, there is, at least for 
certain common lines of insurance, an 
‘inerease” (majoration) of 10° per 
cent. Added to this is a charge for 
“registration” (repertoire) of, say, 
three francs, and a charge for “‘col- 
lection” (recouvrement) of, say, 2 
francs, and a “policy fee” (cout de 
police) of, say, 10 franes. The gov- 
ernment then steps in and demands 
taxes on fire insurance at the rate of 
2045 per 1000 frances of insurance 
plus 13.5 per cent of premnuums; on 
compensation insurance, 12.49 per 
cent of premiums; and on miscel- 
laneous lines, 4.12 per cent of pre- 
miums. And the bargain must. be 
sealed with a “receipt stamp” (timbre 
quittance). In November 1933 Le 
Vatin printed the following figures 
for a fire insurance policy sent in by 
one of its readers: 


Insurance company’s premium... .fr. 33.70 
Fanes, stamps. ¢fe.... <6 0.665 Tae if 
| SEP ee oe fr. 61.35 


\nd this does not include any tax 
levied against the company as such! 
The carrier acts here as a collection 
agent for the government. 

In some cases where the premium 
rate is very low, the tax on a fire in- 
surance policy exceeds the amount 
of the premium because of the levy 
hased on the amount of insurance. 

ee @ @ 


Comprehensive Policies 


EUROPEAN carrier may write 
A all types of insurance, or, at 
least, all types except life. These 
broad powers enable them to issue 
comprehensive or “all-risks” policies, 
which are much more common than 
in this country, where, with certain 
exceptions, such coverage is obtain- 
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able only by combining the contracts 
of two companies. 


One of the broadest forms of this 
sort is issued by an old French com- 
pany which calls it an “all risks pol- 
icy for the head of a family” ( police 
Wassurance tous risques du chef de 
famille). A recital of the types of 
risk covered will best describe this 
contract. They are: fire, lightning, 
electricity, explosives, theft, burglary, 
robbery, water damage, mirror break- 
age, earthquakes, volcanic eruptions, 
aircraft damage, storms, hurricanes, 
cyclones, tidal waves, tempests, legal 
liability of all sorts including work- 
men’s compensation, loss of use of 
property. The insurance even covers 
certain risks to baggage and to per- 
sonal property during trips or vaca- 
tions. There are, of course, qualifica- 
tions and limitations, but the em- 
phasis is placed on the all-inclusive 
nature of the coverage. 


In Great Britain, comprehensive 
policies are issued to cover motor 
cars, residences, and “traders.” 

An outstanding feature of many of 
these policies is the insurance of 
legal liability without limit on the 
amount of damages to be paid by the 
carrier. 

* e® °e 
Motor Car Insurance in Great Britain 

UBLIC liability insurance is re- 

quired of all operators of motor 
vehicles in Great Britain. * Such im- 
surance may not be for less than 
$25,000. * Insurance may be bought 
to cover this requirement for from 
slightly over $19.00 for the smallest 
cars to about $57.00 for very large 
cars. lor the same cars unlimited 
coverage of personal and property 
damage liability would cost only 
$22.50 and $67.50. '\ comprehensive 
policy covers, in addition to unlim- 
ited third-party liability, all damage 
to the car itself, certain benefits to 
the insured for accidental injury or 
death, and medical expenses, limited 
to $52.50, for each injured occupant 
of the car. Such a policy costs from 
$56.25 to approximately $155.00. If 
no claim arises during the first year 
of the insurance, the renewal policy 
will be written at a discount of 10 
per cent, if none arises during the 
first two years, the second renewal is 
written at a discount of 15 per cent, 
and if there is none during the first 
three years, the third renewal is 
written at 20 per cent off. This 20 
per cent discount continues as long 
as no claims have arisen. 

* With minor exceptions 


# Assuming £1 $5 
% Tariff notes 





Private cars are not territorially 
rated by tariff companies in Great 
Britain, the rates for London and 
for the most remote country town 
being the same. Certain non-tariff 
companies make a distinction but not 
to the extent which obtains in the 
United States. 


Much is made of the application or 
“proposal form” which must be 
signed by the insured. After requir- 
ing a schedule of pertinent informa- 
tion, one British company requires the 
prospective insured to sign the fol- 
lowing “declaration” : 

I/We, the undersigned, do hereby de- 

clare and warrant that all the above 

particulars and answers are true and 
complete in every respect and that I/we 
have not withheld any material infor- 
mation. I/we hereby agree that this 
declaration and warranty shall be held 
to be promissory and shall be the basis 
of the contract between me/us and 

Ji dg baes taal onan taeat bees , and I/we 

agree to abide by the terms and condi- 

tions of the Policy issued in answer to 
this Proposal. ; 

I/We undertake that the Vehicle or 

Vehicles to be insured shall not be driven 

by any person who to my/our knowl- 

edge has been refused any Motor Ve- 
hicle Insurance or continuance thereof. 

RON i cerar ss weteaceocpins 64 bed cere orale 19 

Signature of Proposer . «os iccicsiees cess 
(ne underwriter stated that he would 
not write motor-car business at 
double the prevailing rates without 
this warranty. 


Aviation Insurance 


N both Great britain and Germany, 
i the principal aviation insurance 
business is handled by cooperation 
among insurance carriers. In Great 
Britain this cooperation takes the 
form of a specialized aviation insur- 
ance company, owned entirely by 
eight of the leading British insurance 
companies and by syndicates repre- 
senting some 200 names at Lloyd’s. 
It is stated that this company writes 
about 60 per cent of the aviation 
business outside the United States. 
It issues a basic comprehensive con- 
tract but rates and contract terms are 
a matter of individual bargaining for 
each risk. 

In Germany the principal com- 
panies have combined in the Ger- 
man Air Pool (Deutscher Luftpool) 
which writes most of the aviation in- 
surance on German aircraft and for 
German aviation interests in other 
countries. The principal German air- 
craft operator, the Lufthausa, is self- 
insured. Characteristically, the Ger- 
mans have adopted a thorough clas- 
sification of risks, extensive rules and 
a table of premium rates which pro- 
vides for a wide variety of risk. 
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Insurance Education 


> DUCATION of collegiate or uni- 
versity grade in insurance is lim- 
ited, in France and Great Britain, 
to actuarial and legal studies. In 
Germany, education in all aspects of 
insurance is highly developed, both 
through the medium of university in- 
struction and articles and books. 

The education of insurance per- 
sonnel has been given much effective 
attention in Great Britain. The Char- 
tered Insurance Institute sets annual 
examinations -— preliminary, asso- 
ciateship, and fellowship — for which 
7,788 aspirants presented themselves 
in 1933. Its total membership, fel- 
lows, and associates, numbers 4,164. 
There are 39 local institutes in the 
United Kingdom whose members are 
also members of the C. I. |. These 
local organizations maintain libraries, 
arrange lectures, and serve as social 
and educational centers for their 
members. In 1932 there were 80 
“subscribing offices,” i.e. companies 
contributing to the support of the 
Institute. In 1934 the Institute will 
occupy its own building in the “City.” 

Outstanding as reasons for the 
success of the Institute are its sup- 
port by the carriers and their recog- 
nition of attainment by its students. 
When an employee passes the exami- 
nations he may usually expect some 
material recognition from his em- 
ployers—certain companies offer deti- 
nite bonuses for passing specified sec- 
tions. * Full advantage is also taken 
by British insurance men of the right 
to place the initials F. C. I. 1. (Iel- 
low of the Chartered Insurance In- 
stitute) or A. C. [. L. (Associate) 
after their names. These designations 
carry weight. 

In 1912, shortly after the adoption 
of National Insurance by the British 
Parliament, the Faculty of Insurance, 
L.td., was established. This organiza- 
tion bears much the same relation to 
the personnel of the governmental 
social insurance system as does the 
C. 1.1. It has a membership of about 
2500. ** 

Another organization having edu- 
cational interests is The Corporation 
of Insurance Brokers, designed to 
raise the professional standards of 
brokers and generally to advance 
their interests. Fellowship or asso- 
ciateship is here also awarded to a 
successful candidate after examina- 
tion. 


* Such methods are, in the writer's opinion, much 


more effective than countless 


f ) speeches or articles in 
praise of educational effort. 





** Arrangements have been made for a merger of 
the two institutions. 
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Correspondence schools have grown 
up, alongside these institutions, which 
prepare students for their examina- 
tions. The instruction offered is spe- 
cifically directed to that end and it is 
said to be well done. 

I<uropean practices are the out- 
growth of European conditions, and 
in many cases impracticable in the 
United States. But they merit careful 
study and should often prove sug- 
gestive of improvements in our own 
ways of carrying on the insurance 
business. In any event, they show 
that there is more than one method 
of achieving a particular result. 


Testing Drivers 


(Continued from Page 18) 
branches, comes to intersections, goes 
straight—it does, in fact, about every- 
thing that an actual road can do. Since 
the belt moves from back to front, it 
passes under the toy car, giving the 
same effect as if the toy car were 
passing over the read. Part of the 
task for the person taking the test 
is to steer in such a manner that the 
toy car will be directly over the right 
side of the road as the road moves 
under. 

If all one had to watch were the 
road and the steering, it would not be 
so difficult a test. But that is by no 
means all. At the back of the stage 
such signs as ‘Slow down and sound 
horn at 6,’ ‘Take road to left at 8,’ 
and ‘Observe railroad at 4 appear in 
rotation, and corresponding numbers, 
which represent road signs, are 
painted along the side of the road. 
(ne must follow these directions and 
one must also observe a small Stop- 
and-Go signal situated at the top of 
the stage. 

But still I have not fully described 
this unusual contrivance. The speed 
with which the road moves is deter- 
mined by the pressure the driver puts 
on the accelerator. And as he shifts 
gears from low to high the road 
speeds up, giving, of course, the illu- 
sion that the toy car speeds up. 

Thus the person taking the test 
must keep the toy car over the right 
side of the road as it winds through 
the make-believe countryside. He 
must observe the Stop-and-Go light 
at the top of the stage and follow 
the directional signs at the rear. Such 
errors as not heeding the signals and 
signs are counted by the examiner, 
who sits in the driving seat of the 
dummy car with the driver. An au- 
tomatic check is made of the driver’s 
ability to keep the toy car in the road 
by silver springs suspended from the 
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bottom of the car, which contact cop- 
per lugs set at short intervals on the 
road. If he gets off the road, contact 
is not made. As one who has taken 
this test, permit me to say that it is 
not easy. 

But its scientific worth has been 
demonstrated. The alert, capable, ob- 
servant, quick, cool driver comes 
through with the best record almost 
invariably, and these are the charac- 
teristics found in the best and safest 
drivers on our highways. In fact, 
higher correlations are obtained be- 
tween the score for this test and ac- 
tual accident records than between 
employer’s ratings, after several 
years’ service, and the records. In 
other words, it is a more accurate 
test than actual driving for several 
years, 

ee @ ® 


HE work is not finished (few 

scientific researches of this kind 
ever are), but a magnificent start has 
been made. Dr. Lauer is constantly 
improving his technique and_ his 
equipment. He hopes eventually to 
be able to classify every driver—and 
not just nine out of ten, as he is now 
able to do—as safe or unsafe, and 
to tell the unsafe drivers just wherein 
they fail to meet the standard. With- 
out doubt he will accomplish this. 
The advantages will be manifold. The 
operators of fleets of cars and state 
motor vehicle commissioners will be 
able to keep off the highways drivers 
who lack the requisites for safe driv- 
ing, and thoughtful people will be 
able to determine their own deficien- 
cies and either compensate for them 
or cease driving voluntarily for their 
own sake and for the sake of the 
public. A driver will really be able 
to know himself ! 


Fondiller Farms Own Firm 


ANNOUNCEMENT HAS JUST BEEN 
MADE THAT THE FIRM OF WOODWARD, 
Fondiller, Ryan & Sharp has been 
dissolved and that Richard Fondiller 
will practice as a consulting actuary 
under the name of Woodward and 
Fondiller, Inc. at 90 john Street, 
New York. Mr. Fondiller organized 
the firm of Woodward and Fondiller 
with the late Joseph H. Woodward, 
Fellow of the Actuarial Society, in 
1922. For over thirty years he has 
been prominent in the actuarial and 
executive end of the insurance busi- 
ness. He is a Fellow of the Ameri- 
can Institute of Actuaries, the Fra- 
ternal Actuarial Association and the 
Casualty Actuarial Society of which 
latter organization he has been treas- 
urer for the last sixteen years. 
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“BUNK OF THE MONTH" 


T is often a question which nugget of glittering generalities shall be selected 
| from the many available for the "Bunk of the Month" column. Here is one 
sent us by a business man in Lexington, Kentucky, who carries his insurance in 
a mutual company. It consists of a letter written to him by stock insurance 
agents who are members of the Lexington Board of Fire Underwriters. It is 
a gem of its kind and is quoted in full, as are certain news items on the activities 
of agents in other parts of the country, which prove such communications to 
be a part of a nation-wide program. These quotations disclose what really is 
behind the sales methods of certain stock insurance company groups. The 
letter has the virtue of being labeled for what it is, and is signed—a rather 
unique departure from the policy pursued by the Committee on Education, 
whose office in the Insurance Exchange Building in Chicago, is anonymous; 
and it may be added that none has yet been found who will admit fathering 


the organization. 


LETTER SENT TO LEXINGTON BUSINESS 
MEN 


“For the past few months your name 
has been discussed at the regular meetings 
of the Lexington Board of Fire Under- 
writers, as a patron of mutual or recipro- 
cal insurance companies. These companies 
are usually operated without the services 
of a local agent and without the capital 
assets furnished by the stockholders of 
stock companies for your protection. They 
offer you mail order prices, and if all our 
merchants buy as you do local insurance 
agents would not be necessary and our 
business a lost art. We feel that local 
agents are indispensable to the proper 
servicing and insuring of your properties. 
You may think that your particular busi- 
ness makes no difference and that it is not 
missed by the local agents, but your name 
is being used by the mutual carriers in 
soliciting business from others. 

“Our Government is today urging all to 
allow every man a profit. We want you 
to make a profit on what you sell. Do you 
object to paying a legitimate profit on what 
you buy? You have, undoubtedly, joined 
the N.R.A., but still you buy your insur- 
ance from an out-of-town, and often out- 
of-the-state concern. Is this consistent? 

“We cannot sit idly by without calling 
the matter to your attention. Price alone 
is not the real difference between the two 
kinds of insurance; as you know, one never 
gets more than one pays for, and this is 
applicable to all kinds, of products and 
businesses. 

“Lexington agents and their employes 
are vitally interested in Lexington; we 
carry on in all civic enterprises, many of 
us own our homes, pay taxes and deal with 
local merchants. Agents and their em- 
ployes number into the hundreds, our ex- 
penditures into the thousands of which 
you, directly or indirectly, get your propor 
tion. 

“We believe in ‘Live and Let Live,’ and 
as your practice of buying out-of-town in- 
surance is so injurious to our local business 
we feel we should call the matter to your 
attention. We urge you to choose an 
agent, or agents, of your selection, and 
consult with him. A reply outlining your 
views and reactions, addressed to any local 
agent, will be greatly appreciated. 

(Signature of Many Stock Agents) 


RECIPROCITY CAMPAIGN IN OKLAHOMA 
Item from The Eastern Underwriter 

The reciprocity campaign being con- 
ducted by the Associated Fire and Casualty 
Underwriters, Inc., of Oklahoma City, is 
bringing satisfactory results to association 
members, Secretary Mott M. Keys states. 
More than 130 representative retail and 
wholesale organizations have placed their 
names on record as being users of stock 
insurance 100%. The number of replies 
to the questionnaire sent out by the agents 
has been materially stimulated by the is- 
suance of the initial list of 100% stock in- 
surance company patrons. This list was 
sent to insurance agents, their families 
and friends with the request that they en- 
close accompanying slips in the envelope 
when they paid their accounts at the vari- 
ous business institutions of the city. 

The slips called attention to the annual 
buying power of the insurance fraternity, 
amounting to $1,662,000, and states: “Your 
sale to me was made possible because | 
am one of the 1,617 persons depending on 
the sale of capital stock insurance written 
through Oklahoma City agents for a live- 
lihood. When you patronize your local in- 
surance agents you insure more money for 
me, which I in turn sharé with you.” This 
message is signed “Stock Insurance Agents 
of Oklahoma City.” 


ee @ @ 
RECIPROCITY AT SEATTLE 


Item from National Underwriter 

The King County Insurance Association 
of Seattle is taking up the matter of 
reciprocity in business in view of the fact 
that some larger enterprises in the city 
have switched their insurance to financial 
centers and the local agents have lost out. 
A recent survey indicates that insurance 
men in Seattle are spending $4,000,000 an- 
nually in the city, employ 2,482 people and 
operate 587 automobiles. The agents, 
therefore, are acquainting local enterprises 
of all kinds with the buying power of the 
insurance people. 


XAMPILES such as these are 
illustrative of the reason why 
insurance and particularly the 
insurance agent, occupies such a lowly 
place in the esteem of the public. It 
is difficult to believe that anyone 





holding himself out as a business man 
or professional man would operate 
on such a primitive ethical standard 
as these exhibits disclose. Pride, evi- 
dently, is totally lacking in any indi- 
vidual who discards sound business 
principles of salesmanship based on 
quality of goods offered, or the value 
of the service rendered and in a mad 
desire for results preys on friend- 
ships or begs for alms. It seems at 
times that certain elements among the 
stock agents have adopted a_philos- 
ophy long since discarded in the best 
circles, that the world owes one a 
living, and failing to put that over, 
they adopt coercive methods based 
upon misrepresentation of facts. 
The letter above quoted was sent, 
we are informed, to all retail mer- 
chants and other business men known 
as holding mutual insurance policies. 
Undoubtedly, these men purchased 
mutual insurance after thoroughly 
investigating the merits of the va- 
rious kinds of coverage available and 
are convinced that they have adequate 
protection at a price which correctly 
measures the hazard of the risk. The 
insurance was taken, no doubt, after 
competition by all groups, including 
that of one or more of those who 
signed the letter. Stock agents, with- 
out question, tried but failed to estab- 
lish that mutual insurance was in- 
ferior to stock coverage. Having 
failed in arguments based on the 
merit of the two forms they now 
seek to get the business on a basis 
entirely foreign to the quality of the 
insurance offered or the value of the 
service given. Because they have set 
themselves up in Lexington in in- 
surance agencies they believe that 
they are, as a matter of absolute 
right, entitled to all of the insurance 
business which grows out of the resi- 
dential and commercial needs of the 
community, regardless of the strength 
of the companies they represent, the 
rates charged, and the value of their 
own services. On that theory, there 
should be a stock insurance agent lo- 
cated on each side of the street in 
every block and, therefore, entitled 
to be supported by the residents of 
that block. On that theory, too, the 
more agents there are in town, the 
better it is for the town, because if 
they get enough money out of the 
community they will then be able to 
own their own homes, pay taxes, 
donate to local charities and buy 
from the local merchants. Of course, 
to make that theory stick, it becomes 
desirable to increase the commissions 
to these agents from 20 or 25 per 
cent to 40 or 50 per cent, because if 
the plan has any merit at all, the 
greater the commission, the more the 


ra. ee 


pee 








eae 


PER RAS 


Set a ae 


PPR ate 


MAS 5 cia Tighe TORN: 


ESE 


RASS RBIs 


e 
& 








recipients have to spend with the 
local merchant. All this would be 
very nice if everyone in business, in- 
cluding the local retailer, could do 
the same thing. It is absurd, of 
course, and the public is growing 
tired of the radical agent’s philosophy. 


HE first two paragraphs of the 

letter contain a number of mis- 
representations. In the first place, 
there are mutual companies operat- 
ing in Lexington, either through local 
agents on commission or through sal- 
aried employes, and they have in the 
community all of the representation 
that is necessary, taking into consid- 
eration the business transacted there. 
They believe in selecting, whether on 
a commission or salary basis, compe- 
tent men adequately equipped to prop- 
erly advise a prospect on insurance 
matters and to service the risks. Ob- 
viously the business does not come to 
the company voluntarily without any 
solicitation. If all of the insurance 
were in mutual companies, as most 
of the life insurance is in mutual 
companies, the selling of insurance, 
instead of becoming a lost art, as is 
claimed, will actually more nearly 
approach the ethical standards of a 
profession than does the hit-or-miss 
method by which local stock agents 
are now selected. 


It is claimed further that by in- 
suring in mutual companies the in- 
surance is being placed in out-of- 
town and out-of-the-state concerns. 
If it is thought desirable that the in- 
surance shall be only placed locally, 
then each community ought to have 
a home insurance company. As a 
matter of fact, in the City of Lexing- 
ton there is located a strong local 
mutual fire insurance company which 
has been efficiently serving the people 
of Kentucky for a great many years. 
There are also in other parts of Ken- 
tucky many long established mutual 
insurers. By insuring in the local 
mutual all of the money will be kept 
at home. It certainly will not be if 
policies are placed with the agents 
whose names are appended to the 
letter, for the majority of them rep- 
resent out-of-state stock insurance 
companies, and many represent com- 
panies whose home offices are in 
England, France, Switzerland, and 
as far away as Japan. Furthermore, 
even if the insurance of the local 
merchant is in a mutual company of 
another state, there is just as much 
money left in Lexington to be dis- 
bursed locally as there would be if 
his insurance were carried in one of 
the stock companies and written 
through one of the local stock agents. 
The compensation of the local agent 
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or salaried employe of the mutual, 
in addition to the 15, 20, 25, or 30 
per cent dividend, which the local 
business man receives from the mu- 
tual company at the end of the policy 
period, remains in the home com- 
munity to be spent locally. And with 
his dividend, the policyholder has 
more to spread around among his 
neighbors. 


T is claimed that the mutual com- 

panies have no capital assets. Ref- 
erence need only be made to the finan- 
cial statements of these companies to 
disclose the utter absurdity of this 
false statement, and is but one of 
many demonstrations of how little the 
average local stock agent knows. The 
capital assets are there as reserves 
and surplus in as great, or greater, 
proportion to the liability, and the 
risk assumed, as in the stock com- 
panies represented by the agents. 


The term “mail order prices” is a 
trick phrase to fool the merchant. 
The rates of the mutual companies 
are based upon the hazard and the 
fact that they are able to make a re- 
turn to the policyholder, on a rate 
no higher than that charged by the 
stock companies, is because of the 
superior character of the management 
of the mutual enterprise. Then, too, 
there are upwards of eight million 
mutual insurance policyholders in 
this country to discredit the absurd 
claim that the services of a local 
stock insurance agent are indispensa- 
ble to the proper servicing and insur- 
ing of property. In many states the 
stock agents themselves have testi- 
fied before various legislative com- 
mittees concerning the hopeless in- 
adequacy of many of the local agents 
(in the business because they have 
found no other outlet for their serv- 
ices) to properly advise a_policy- 
holder. Instance after instance was 
cited to the New Jersey legislative 
committee, at a recent hearing, of the 
woeful lack of competency among 
those laying claim to expert insurance 
knowledge. 

Another catch phrase in the letter 
designed to arouse the sympathetic 
interest of the prospective policy- 
holder is the reference to legitimate 
profit. The merchant knows only too 
well that when he sets himself up in 
business he not only must purchase 
his fixtures and equipment, purchase 
the stock which he places on the 
shelves for resale, and pay his em- 
ployes, but that all this, in cold cash, 
must be laid out by him before he 
receives a penny from his custom- 
ers, to many of whom he sells on 
credit. In other words, he has in- 
vested his money and is dependent 
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for success upon his efficiency in 
keeping his overhead down, and the 
price of his merchandise on a basis 
attractive to the consumer, in com- 
petition with other merchants in his 
community. How different this is 
from insurance. When the merchant 
spends money for insurance, he gets 
only a promise of indemnity in case 
he suffers loss some time in the fu- 
ture. The insurance company takes 
his premiums, and that of all of the 
others who insure in the company, 
and pays the losses which accrue to 
the unfortunate few. This comes out 
of the total sum of the premiums col- 
lected. Every insurance company op- 
erates in this manner whether it be 
a mutual, a reciprocal or a stock. The 
losses of the few are paid out of the 
contributions of the many. All in- 
surance, therefore, is essentially a 
mutual enterprise, and it is a mis- 
representation to compare it with the 
business of the merchant or manu- 
facturer who first makes an invest- 
ment in the hope of being able to do 
business with the public at a profit to 
himself. The query may properly be 
addressed to the local merchant as 
to how many of his customers are 
actually stockholders in insurance 
companies, and thereby receive a 
profit from the business which helps 
them in buying merchandise from the 
home town business men. 


HE reference in the letter to the 

N.R.A. and the alleged govern- 
mental appeal urging that every man 
be allowed to make a profit is an in- 
correct interpretation of what the 
New Deal stands for. Yet it is to be 
hoped, of course, that all legitimate 
business enterprises will operate un- 
der the New Deal on a profitable 
basis, and that the wages and hours 
of labor of individuals engaged in 
industry are fair and in accordance 
with the codes ‘which are approved. 
The employes in mutual companies 
have, before and since the inaugura- 
tion of the N.R.A., always been fairly 
treated, and the profits or gains made 
from underwriting have gone to the 
policyholders of the companies and 
rebounded to the benefit of the com- 
munities in which the policyholders 
live. In addition, the losses have 
been paid fairly and promptly. It is 
to be wondered whether the agents 
mean to argue that each individual 
shall do absolutely nothing for him- 
self, but that in all cases he must hire 
everything done for him. In other 
words, is it unpatriotic for anyone 
to cut his own lawn, plant his own 
garden, shine his own shoes, or for 
the housewife to do her own cook- 
ing? We have no doubt that some of 
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the so-called agents would be better 
off if they undertook activities of 
this kind than by begging insurance 
alms or threatening reprisals. 

The reference in the letter to get- 
ting no more than one pays for is 
merely a cheap effort to make one 
believe that because the mutual net 
cost is lower than that of the stock, 
the service and the indemnity are in- 
ferior. It may be very true that one 
gets no more than one pays for, but 
everyone knows that more often than 
not one pays for more than one gets. 
There are thousands upon thousands 
of policyholders who believe, from 
actual experience, that the service 
rendered by the agents with whom 
they have done business is a long way 
from measuring up to requirements. 

* * 7. 

HII. assertion that these agents 

who have signed the communi- 
cation believe in the -principle of 
“Live and let live” is the most amus- 
ing part of the letter. What they 
really mean is that they favor the 
principle of “Live and let only stock 
insurance agents live.” Their very 
attitude toward the business of in- 
surance is definite proof that they 
have little or no interest in the com- 
panies they represent, or in the pub- 
lic whom they shout so loudly about 
serving. They are interested first, 
last, and all the time in the commis- 
sion and it seems will do anything, 
or say anything, which they believe 
necessary to turn the trick. 

One of the insurance commission- 
ers has said that in his state 85 per 
cent of the business is written by 15 
per cent of the agents. Obviously, 
there are some in the agency field who 
are devoting their time to selling in- 
surance as business men; as for oth- 
ers, efforts such as referred to in this 
column are certainly questionable. 
Business men, heggars, racketeers ! 
Cataloging certain types of agents 
in their proper class is not difficult. 

ee @ ® 


Editorial 


(Continued from Page 6) 

tucky, a copy of which has been sent 
to this Journal. These incidents, and 
others mentioned in the press recently, 
naturally lead to the conclusion that 
the master mind is not the local man- 
ager or chairman of the Public Rela- 
tions Committee, but the effort is the 
work of some bright boy in the Na- 
tional Organization, who believes he 
has a nationwide scheme to eliminate 
mutual competition. 

Listen to the first paragraph of the 
letter written by the Lexington Board 
which runs parallel to the California 
effusion, It runs thus: 
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“For the past few months your name 
has been discussed at the regular meet- 
ings of the Lexington Board of Fire Un- 
derwriters as a patron of mutual or recip- 
rocal insurance companies.” 

Now, isn’t it dreadful, indeed, that 
one’s name should be heard in the 
solemn conclave of the secret ritual 
of stock insurance agents as they sit 
around in the back room of their 
local association offices consoling one 
another over their utter failure to 
meet the competition of the mutuals 
on the basis of the merit of the two 
forms of insurance. 

We can imagine the chairman say- 
ing: 

“Let’s see what we can do with the firm 
of Smith & Smith. This concern, along 
with the majority of the other best busi- 
ness people of the town, have had the 
effrontery to buy mutual insurance. Let's 
put the hoycott bee on them, but in a 
nice way, of course. Begin by telling this 
Smith outfit that the local agents have 
found the pickings pretty poor in the last 
few years, and if something is not done 
about it the stock insurance agents of the 
community will be ‘on the town’ and thus 
an added expense to the worthy citizens 
of the municipality.” 

To reinforce this idea the suggested 
letter continues thus: 

“These companies (the mutuals) oper- 
ate without the services of a local agent 
and without the capital funds which are 
furnished by the stockholders of stock 
companies for your protection. They offer 
vou mail order prices. If everyone hought 
insurance on the same basis that you do, 
local agents would not he necessary, and 
our business would he a lost art. Local 
agents and stock companies are indis- 
pensable to the proper servicing and proper 
safe insuring of properties.” 

e® @« ®@ 
HE reader can see from this that 
the letter has not yet built up it- 
self enough to put on the boycott 
pressure, the preliminaries being con- 
fined to a more or less high grade 
panhandling solicitation. 
. -“/ 

It is however, designed to be the 
opening shot in the so-called reciproc- 
ity campaign wherein, either directly 
or indirectly, the mutual insurance 
policyholder, if he is a business man, 
is put on notice that the agent’s rela- 
tives, employees, and friends will not 
purchase from him unless he is in- 
sured one hundred per cent in the 
dear old stock companies. 

This letter is generally followed by 
another, setting forth the amount of 
money which the agents have to spend 
in the community for postage stamps, 
chewing gum, groceries, cigarettes, 
and drugs. These figures are usually 
padded by adding to the agent’s com- 
missions the amounts which are paid 
out of those commissions to sub- 
agents, solicitors, clerks, and stenog- 
raphers, and before one realizes it, 
one dollar which passes through four 
or five hands, reaches a total of four 





or five in the figures quoted to the 
local merchant. Of course, nothing 
is said about the money which the 
mutual agent spends in the commun- 
itv, nor the dividends returned by the 
mutual companies to their policyhold- 
ers, all of which, on a percentage 
basis, equal or exceed any possible 
expenditure of the stock agents. 
These letters (analyzed elsewhere 
in this issue) are evidence of a na- 
tional scheme to coerce premiums, on 
the part of the very agents who com- 
plain about the methods of certain 
financial institutions. It is the same 
kind of a threat, in another form, 
which is made by some money lend- 
ing concerns, but worse still, it is 
based on a specious line of reasoning 
and downright misrepresentation of 
facts. 
eo @« @ 
VIDENCES are available, too, 
of insurance agencies which, in- 
cidentally to their business, have a 
little money belonging to clients to 
loan on mortgages. In these instances 
the same methods are employed to 
force the placement of insurance as 
are condemned if practiced by the 
financial institutions. It would seem 
from all of this evidence that many 
of the stock agents are not averse to 
coercion as long as they think they 
are the beneficiaries thereof. How- 
ever, as a Class they have never been 
known for their consistency except- 
ing, of course, to the extent of the 
quotation at the head of this editorial. 


Standard Auto Policy Up 
With Mutuals 


SPECIAL committee of the National 

Association of Automotive Mutual 
Insurance Companies has been giving con- 
sideration to the preparation of a standard 
automobile public liability policy. Having 
decided, in outline, what the policy should 
embrace, the committce assigned the task 
of actually phrasing the various sections 
to sub-committees. 

The proposal was sponsored by the as- 
sociation to give attention to what is 
believed to be a public demand for a more 
modernized policy, that can be easily un- 
derstood and contains standard provisions. 
This demand, the association believes, is 
exemplified in the action of West Virginia 
and Texas, which have drafted standard 
automobile policies. 

A. B. Kelly of the American Mutual 
Alliance staff acted as chairman of the 
sessions. Members of the committee are 
C. B. Burch, Michigan Mutual Liability; 
C. H. Anderson, Lumbermen’s Mutual 


Casualty; J. L. Kennedy, Merchants Mutual 


Casualty of Buffalo; C. M. Montgomery, 
Celina Mutual Casualty; F. H. Trench, 
Utica Mutual; W. C. Sampson, Employers 
Mutual Liability of Wisconsin; E. W. 
Kitzrow, Hardware Mutual Casualty of 
Wisconsin; J. R. Fink, Security Mutual 
Casualty; Benjamin Brooks, American 
Mutual Liability, and E. W. Sawyer, Lib- 
erty Mutual. 
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Mutual Underwriters 
In 


Hl sixth annual Underwriters’ 

Conference of the Federation of 
Mutual Fire Insurance Companies 
will be held at the Statler Hotel in 
Buffalo on April 23rd and 24th. All 
arrangements are in the hands of the 
special Underwriters’ Conference 
Committee, consisting of Ben C, Vine, 
Millers of Alton, Chairman; Harold 
. Brown, Hardware Dealers of 
Stevens Point, and Gage McCotter 
of the Grain Dealers at Indianapolis, 
A. B. Kelly and E, L. Poor of the 
American Mutual Alliance. 

Since the inception of these confer- 
ences non-member mutual companies 
have been invited. .\ large number 
will be interested in the questions to 
be considered and will attend and 
participate. Many reservations have 
already been received and it is ex- 
pected that well over a hundred mut- 
ual underwriting executives will be 
present. 

Following the first session a fea- 
ture of the Conference will be a spe- 
cial banquet held in honor of the 
Century Club of Mutual I‘ire Insur- 
ance Companies. There are thirty-one 
mutual companies who have been in 
continuous operation for over one 
hundred years, and all have been in- 
vited to participate. They range from 
the Philadelphia Contributionship for 
the Insurance of Houses from Loss 
by Fire, founded in 1752, to such 
comparative youngsters as the Barn- 
stable of Yarmouthport and the Cam- 
bridge of Andover, both Massachu- 
setts companies founded in 1833. 
Harry Harrison, Secretary of the 
Worcester Mutual lire, the oldest 
mutual in Massachusetts, has been in- 
vited to lead a discussion on “Under- 
writing—Past and Present,” which 
will be one of the features of the 
Conference. 


HE Underwriters’ Conference 

has always been a working meet- 
ing and a very complete program has 
been arranged. An entire session is 
being devoted to Inland Marine In- 
surance, a subject in which the fire 
insurance mutuals are taking a keen 
interest. Principal speakers will be 
William P, Winter, vice-president of 
the Atlantic Mutual, and Carl W. 
Trapp of the Western Millers at Kan- 
sas City. The discussion from the 
floor on this topic is, if anything, 
even more eagerly awaited, since it 
is sure to be informative. 
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Conference 


Buffalo, April 23-24 


The entire program of the Confer- 
ence follows: 


PROGRAM FOR 
UNDERWRITERS’ CONFERENCE, 
STATLER HOTEL, BUFFALO 
APRIL. 23 AND 24 


Monday Morning, April 23 Mr. 
Ben C. Vine presiding. 
OPENING AppRESS—-1, |’. Grusin, 
General Manager, American Mu- 
tual Alliance. 
** PROHIBITED |.1sts—CLAss vs. IN- 
DIVIDUAL Risk UNDERWRITING” 
-Mr. C. F. Galloway of United 
Mutual of Boston; Mr. F. W. 
Purmort of Central Manufac- 
turers of Van Wert. 
Discussion from floor, 
“UNDERWRITING OF UNPROTECTED 
Risks’—Mr. IW. HH. Birch of 
Retail Hardware Mutual of Ain- 
neapolis. 
Discussion led by J. B. Knight of 
Millers Mutual of lort Worth. 
DISCUSSION VERIOD 
Cigarette Losses 
Problems of Brewery and Dis- 
tillery LBusiness 
Insurance to Value on 
tected Risks. 


Pro- 


Monday Afternoon— Mr. Gage Mc- 
Cotter presiding. 

“THe UNDERWRITING OF INLAND 
MARINE INSURANCE”?—I!Villiam 
P. Winter of Atlantic Mutual of 
New York. 

Discussion. 

“Do THE MUTUALS NEED AN Or- 
GANIZATION LIKE THE I, M. U. 
A.?”—Carl IV. Trapp of West- 
ern Millers of Kansas City. 

“()UR EXPERIENCE IN THE INLAND 
MARINE FIELD.” 
Discussion from floor, 

GENERAL DiIscUSSION— 
Competition for Sprinklered 

Business 
Appraisals by Mutual Companies 
Should Mutuals Follow Thirty 
Day Rule or Pay Losses Im- 
mediately ? 


Tuesday Morning— Mr. Harold U. 
Brown presiding. 

*Morat Hazarpo”—N, JM. Knowl- 
ton, Holyoke Mutual lire of 
Salem. 

““ARSON—CAUSE 


AND CurE”—Eu- 


gene Arms, Mutual Fire Pre- 
vention Bureau. 
Discussion. 


Tuesday Afternoon— Mr. b. 
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“FEASIBILITY OF CENTRAL REPORT- 
ING OF XPERIENCE” - 
Gage McCotter, Grain Dealers 
National of Indianapolis. 

Discussion, 

GENERAL Discussion— 

I:xchange of Information on 
Suspicious Fires 

Reporting Insurance on Single 
Risks 

Inspection of Risks 
vs. Moral Hazard. 


|Loss 


-Physical 


C. Vine 
presiding. 

REPORT OF COMMITTEE ON UNI- 
FORM REINSURANCE CONTRACT. 

Discussion, 

“COMPULSORY TREATIES Vs. FACU- 
LATIVE TREATIES”—al. B. Kelly 
of American Mutual Alliance. 
Discussion led by Donald H. 

Tripp, Mutual Reinsurance 
Bureau. 

“AUTOMATIC PROTECTION ON Ex- 
cEss Lines”—Mr. J. J. litsger- 
ald of Grain Dealers National of 
Indianapolis. 

Discussion. 

“REINSURANCE [?ROBLEMS IN NEW 
FE nGLAND”’—I:, C. Nichols, Mer- 
rimack Mutual of Andover, 
Mass. 

GENERAL Discusston— 

Office Handling of Reinsurance 
Records 

Development of Use and Occu- 
pancy LDusiness. 


New York Courts Uphold 
Rehabilitation Law 


THE COURT OF APPEALS OF NEW 
YORK HAS UPHELD THE POSITION OF 
the New York Insurance Department 
in decisions involving rehabilitation 
proceedings in the mortgage guaranty 
companies and ‘the National Surety 
case. 

By the enactment of the Shackno 
law the legislature swiftly and ef- 
fectively started the machinery for 
handling a public emergency. Under 
this legislation the Insurance Depart- 
ment has acted to protect the interest 
of certificate holders and creditors. 

The Shackno act vested in the 
Superintendent of Insurance large 
powers for the protection of certifi- 
cate holders. The Court of Appeals 
has now sustained this legislation in 
the use of these powers that has been 
made by the Department. Plans of 
reorganization in certificate issues, 
that have been in abeyance during the 
uncertainty of litigation, will now go 
forward with full speed. 








Illinois 


(Continued from page 13) 
not elevated. In other words, the 
rate for the combined coverage is the 
same as the old rates for tornado 
alone. 

A new per diem use and occupancy 
form has been adopted to contemplate 
the five-day week which is becoming 
so common under the N.R.A. Under 
the five-day week form, insurance is 
carried for 250 days, instead of 300 
days under the old arrangement. The 
contribution U. & ©. form has been 
revised to permit use of an 80 per 
cent coinsurance clause, as well as the 
100 per cent clause. 

The rates for the 100 per cent 
clause have been reduced and_ the 
rates for the 80 per cent clause are 
the same as those formerly applying 
to the 100 per cent clause. 

lor item No. 1, manufacturing 
risks, the rate for the 100 per cent 
clause has been reduced about 8-1/3 
per cent. [or item No. 1 mercantile, 
the rate for the 100 per cent clause 
has been reduced 121% per cent. 

For item No. 2, manufacturing, the 
rate for the 100 per cent clause has 
been reduced about 111% per cent and 
for item No. 2, mercantile, the rates 
have been decreased about 15 per 
cent. 

The rates for the per weekly forms, 
both mercantile and manufacturing, 
have been reduced slightly to harmon- 
ize with the changes in the other 
forms. 
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iNew Jersey Qualification 
Bills Introduced 


I N New Jersey no less than four 
bills have been introduced into 
the Assembly dealing with the licens- 
ing and qualification of agents and 
brokers extending the licensing laws 
to agents of domestic insurance com- 
panies. In general the measures seek 
to tighten up the requirements nec- 
essary for the agents to meet before 
they can do business in the state. It 
is proposed that a written application 
must be made, a rigorous question- 
naire filled out and the company rep- 
resented must be authorized to do 
business in New Jersey. There is a 
provision also that only resident 
agents will be approved and the term 
is not to be defined as a “traveling 
employee” or “salaried solicitor.” Be- 
yond this, it is stipulated that all 
policies be countersigned “in this 
State” by an agent who has a busi- 
ness office in New Jersey. 

At the committee meeting hearings 
the agents argued for the necessity 
of a qualification law and quoted from 
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statements by Commissioner Dunham 
made in a recent address, the major 
part of which dwelt upon the large 
number of agents who are unfitted 
for the insurance business, 

The position was further taken 
that many agents in the state repre- 
senting domestic companies were un- 
qualified and undesirable, the latter 
charge being made because of the al- 
leged writing of policies on an im- 
proper basis, juggling in the matter 
of rates, and discrimination between 
policyholders. It was felt, said the 
agents, that a qualification law would 
do much to eliminate these troubles. 

The bills were vigorously opposed 
by the foreign as well as domestic 
companies, who contended that the 
real purpose of the agents was to 
create a monopoly in favor of the 
agents now in the field. 

ee @ 


UR readers will be interested 

in the statement of I rederick 
Hoadley, secretary of the American 
Insurance Company of Newark 
which he read to the Committee on 
Insurance, in which various argu- 
ments against the bills are summed 
up. The hearing was held in the As- 
sembly Chamber and was largely at- 
tended, local agents predominating. 
Mr. Hoadley’s paper follows: 


MEMORANDUM 


ASSEMBLY BILLs Nos. 85, 86, 127, 128 
PREISER 

“1. Our duty to the Corporation whose 
destinies are in our keeping, and to its 
stockholders, requires us to oppose, object 
to, and if possible defeat this legislation. 

“We say this, in all sincerity, although 
we are aware that a number of our most 
highly respected agents have declared 
themselves as actively favoring and sup- 
porting its passage. We are convinced 
that these proponents of the bills among 
our own agents are too optimistic in their 
expectation of results béneficial to them- 
selves and the public, and too oblivious of 
the injurious effects upon the American 
and other domestic insurance companies of 
New Jersey. 

“2. The American Insurance Company 
received its Charter from the Legislature 
of New Jersey in February 1846 and be- 
gan business April Ist of the same year. 
For close to 88 years the Company has 
continuously performed the duties laid 
upon it by that charter and rendered faith- 
ful, conscientious, and extremely valuable 
service to the Government and people of 
the State of New Jersey. It has from the 
beginning tried to merit, and has gained, 
an enviable reputation, not only in its home 
state, but throughout this entire country 
and in many other parts of the world. It 
has not only fulfilled the main purpose of 
its incorporation in supplying sound insur- 
ance, equal in value to any obtainable else- 
where in the world, but while doing this 
has reflected nothing but credit upon the 
State of New Jersey to which it has 
brought increased prosperity, income, and 
public revenue; and has contributed to 
the general welfare of this State. 

“In all those years no one has come for- 





ward, and none comes now, to say that The 
American Insurance Company has failed in 
any of its Charter obligations. It has not 
—they have all and always been observed 
and performed by the Company. And thus 
that Charter has acquired the character 
and taken the unmistakable and indisput- 
able impress of a sacred compact, and sol- 
emn contract, no least part of which has 
been forfeit by the Company and no part 
of which may righteously or honorably be 
disavowed or defaulted by the State, 
without due cause. 


66" THESE bills violate that solemn com- 

pact. In more than one particular 
they would invade and abridge the Char- 
ter rights of The American Insurance 
Company—rights to which nearly 88 years 
of continuously honorable and scrupulous 
observance of every obligation give the 
Company a good title. 

“We claim the right, and more, the duty 
to insist and demand, and we do demand 
and insist, that these Charter rights con- 
tinue inviolate (i. ¢., that these four bills 
be not enacted into law). 

“3. 1f by an unwarrantable act of the 
Legislature today, one of the Company’s 
rights, inherent in its Charter, may be, at 
the behest of some _ special interest, 
abridged, limited, abrogated or outlawed, 
another may be similarly taken from us to- 
morrow, and we are left wholly without 
assurance of the future—our Charter is 
become but a “scrap of paper.” 

“4. The statements accompanying the 
bills allege them to be necessary “for the 
protection of the public.” No cause has 
been shown why the public stands in need 
of the particular kind of protection alleged 
to be afforded by these bills, nor does it 
appear how the changes of procedure pro- 
vided for in the bills would protect the 
public. 

“No certificate of examination by the 
Commissioner of Banking and Insurance 
or his deputy would add anything to my 
Company’s sole responsibility for its 
agency appointments and for the acts and 
conduct of its agents as such. Nor would 
such examination relieve my Company of 
one iota of this its sole responsibility. Both 
legally and morally this responsibility 
would remain just what it is now, that of 
a principal for its own appointees and 
agents, enforceable at law. 


66’T HIS cannot be denied or disputed ; 

and since the Company as a princi- 
pal is and must in any circumstances con- 
tinue to be answerable for its agents and 
must in any event suffer the consequences 
of faults, errors or omissions of which its 
appointees may be guilty as agents, it fol- 
lows that the Company ought to be allowed 
freedom of choice in the appointment of its 
own agents, unrestricted by any require- 
ment that these be subjected to examina- 
tion by anyone except the Company as a 
prerequisite. 

“5. It has not been shown that these 4 
bills were drawn in response to any public 
demand. If there be any such demand on 
the part of the general public it appears 
to find voice and speech only through 
agents of insurance companies. The Com- 
panies themselves (without whose act of 
appointment there would be no agents) 
have heard nothing of such public de- 
mand. The bills were introduced in the 
Assembly by an Assemblyman who is also 
an insurance agent. They were referred 
to and almost immediately reported out 
by a committee headed by and composed 
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Supreme Court 
(Continued From Page 14) 


ment is resisted, sustain in like circum- 
stances and increment to the policy 
within the bounds of moderation. This 
is not a case where the increment has 
been authorized after the writing of 
the policy. The statute was enacted in 
1905, and the insurance was written in 
1930. Here at the delivery of the pol- 
icy, the insurer was informed that if 
it failed to make payment in accord- 
ance with its contract, ‘12% damage’ 
would be owing to the insured. We 
discover nothing arbitrary or oppres- 
sive in imposing such contract upon 
the business of insurance, a business 
subject, as all agree, to control and 
regulation.” 

In addition to the fact that the 
statute in question was enacted in 
1905, the court points out that legisla- 
tion of this type has been in force in 
Texas since 1879, and is currently in 
force in Arizona, Touisiana and 
South Dakota in addition to Arkan- 
sas and Texas. The presumption of 
validity which applies to legislation 
generally is fortified by acquiescence 
continued through many years. 

It is held that the amount being 
reasonable it does not matter whether 
the sum recovered is called damages 
or a penalty. Penalty is a term of 
varying and uncertain meaning. The 
court views the position of the insur- 
ance company in this light: 

“One who refuses to pay when the 
law requires that he shall, acts at his 
peril, in the sense that he must be 
held to the acceptance of any lawful 
consequences attached to the refusal. 
It is no answer in such circumstances 
that he has acted in good faith.” 

The three dissenting justices dis- 

sent only in respect to the 12% pen- 
alty or damages. 


YLOBE INDEMNITY COM- 
PANY v. UNITED STATES. 
Action was brought on a contractor’s 
bond covering an irrigation project. 
The Hurd Act provides that if the 
United States does not sue on a gen- 
eral contractor’s bond within six 
months from the completion of the 
work and final settlement, then mate- 
rial men may sue, but within one year 


of the final settlement. June 16, 
1927, the Department of the Interior 
worked out final settlement. The 


amount of money owing to the gen- 
eral contractor was determined anda 
claim for the same forwarded to the 
General Accounting Office. (October 
26, 1927, the General Accounting 
Office issued a formal certificate of 
settlement. November 5, 1927, the 
amount was paid by the United States 
Treasurer. This action was begun 
on October 17, 1928. The action was 
brought in the name of the United 
States for the use of one of the com- 
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panies which had furnished mate- 


rials. 

It was held that the final settle- 
ment date was June 16, 1927, and 
that the action was barred because 
it was not begun before June 16, 
1928. Determination by the Depart- 
ment of Interior had been construed 
to be final settlement under the Hurd 
Act before the enactment of the 
Budget and Accounting Act of 1921 
which set up the General Accounting 
Office. Passage of the Act of 1921 
did not change the law in this regard. 


New Jersey 
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in part of insurance agents. Not that this 
fact in any way disqualifies those members 
of the Assembly from giving informed 
and intelligent attention to and advice upon 
insurance legislation. On the contrary. 
But it should impose upon them the greater 
duty and the more care in seeing to it 
that the consideration they give to insur- 
ance measures entrusted to them, and the 
advice they give the Assembly in relation 
thereto are in the common interest of the 
State, the people, the insurance Companies, 
insurance brokers, and themselves; and 
not allow their own desires to overshadow 
the rights of others. 

“IT submit that it is neither secemly, rea- 
sonable or proper that measures proposed 
by an insurance agent, advocated by in- 
surance agents, and by no one else so far as 
appears, should have been brought into 
this House and pressed towards immediate 
passage at a time when neither the Com- 
panies who are the principals of these 
agents, nor yet the Department of Bank- 
ing and Insurance had been consulted or 
so much as informed. Especially as the 
domestic Companies are likely to be af- 
fected more than anyone else. And more 
particularly in view of the probability that 
these New Jersey Companies would suffer 
competitive disadvantages through retalia- 
tory action under the reciprocal laws of 
many other states. 

“Of course we are told that the bills 
have been carefully designed to avoid in- 
viting retaliation, but in this their pro- 
ponents are as mistakenly optimistic as in 
supposing, as repeatedly asserted, that the 
more than 12,000 now engaged in business 
as agents of insurance Companies will be 
exempt from the examination require- 
ments of A-85. 


6¢y CAN assure you (and them) with 
the utmost confidence and certainty, 
that if this bill becomes law, every one of 
the 12,000, as well as future applicants will 
have to take the examination and pay the 
examination fee. This I can promise, for 
there will be those who will be able to 
see to it and who will see to it. The bill 
needs but cursory reading by anyone who 
is not obtuse, to discover the basis upon 
which this prediction and promise rest. 
“My Company is not here today as a 
supplicant for favors. It is here to defend 
its rights, painfully and laboriously won 
in 88 years of its existence — rights it 
deems to be of vital importance, the in- 
vasion of which threaten not only its suc- 
cessful conduct of its business in a highly 
competitive field, but indeed its very exist- 
ence. We are here to defend those rights, 
I say, and to fight for them, too, if need be. 
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“We concede that the public has its 
rights, too, and our agents, as well as we; 
they may have just grievances, that ought 
to be remedied by appropriate legislation. 
While they have not consulted us before 
seeking this objectionable and unwise leg- 
islation, we are ready and willing to con- 
sult with them. We are ready and willing 
to assist in arriving at some appropriate 
and mutually acceptable form of legisla- 
tion, to be introduced with the approval of 
the Department of Banking and Insurance, 
and which will better the insurance agency 
conditions now prevailing in our state.” 


When a Gentleman Ain’t 


Customer: “Why haven't you sent me 
a bill?” 


Tailor: “I never ask a gentleman for 
money.” 

Customer: “But suppose he doesn’t 
pay?” 

Tailor: “Then I decide he isnt a gen- 


tleman, and ask him.” 


Lagging Veteran 
“Tt is very hard to drive a bargain,” said 
the fellow who had bought an old flivver 
for $10.—Princeton Tiger. 


LOVE ME, LOVE MY DAD 
“What did her father say 
asked him for her hand?” 
“He wanted to know if I could support 
him in the same style that she did.’”— 
Boston Transcript. 


when you 


THEY COME IN ALL SHADES, MAN 
“Hullo, Brown, painting the car again?” 
“Yes, the wife’s been making innuendoes 

about a winter coat she says exactly 

matches the color of the car.”—Passing 

Show. 


SHE PLAYS A HARP NOW 
Mary had a little car— 

She thought ’twas out of gas. 
One night she lit a match to see— 

Above her waves the grass. 

‘ —Florida Times-Union. 


CHANGE OF DIET 

It was the duty of Janet, the maid, to 
tie up Jeff, the house dog, every night be- 
fore she retired. One night she failed in 
her duty, and next morning found Jeff 
loose. 

He had played havoc with the contents 
of the larder. When the mistress heard the 
news. she inquired: 

‘Has he eaten much, Janet?” 

“Every blessed thing,’’ replied the maid, 
“except the dog biscuits!’’—Tid-Bits. 


ELEMENTARY, WATSON 
GumMM—“Do you know any reliable rule 
for estimating the cost of living?” 


BoyteE—“Yes. Take your income—what- 
ever that may he--and add 10 per cent.” 
Pathfinder. 


THREE TIMES AND OUT 
He (with hands over her eyes) —“If you 
can’t guess who it is in three guesses, I’m 
going to kiss you.” 
SHe—“Jack Frost; Davy Jones; Santa 
Claus.”,—Smith’s Weekly (Sydney). 
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HE ability and willing- 
ness to pay when a loss 
occurs is the most vital fac- 
tor about an insurance com- 
pany to its policyholders. 
The factor is controlled 
by law to a large extent in 
that every insurance cor- 
poration, stock or mutual, is required by 
law to maintain certain fixed reserves 
against losses. 
The ability to pay is of course a relative 
matter, based largely on the total assets of 
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5,346,185.72 





PROTECTION 


the company in relation to 
its liabilities. Many a small 
company is in a stronger 
position to promptly dis- 
charge its loss obligations 
than a large company, not 
; as soundly organized. 

In general it may be said that the ad- 
vance premium mutual companies main- 
tain a stronger position in regard to assets 
as compared with liabilities than any other 
type of insurance carriers. 


PROTECTION AT STEVENS POINT 


(As filed with the New York Insurance Department, as of December 31, 1933) 
Assets Liabilities Surplus 
4,345,423.46 


1,000,762.26 


HARDWARE MUTUAL CASUALTY COMPANY. 


Home Office: Stevens Point, Wisconsin 
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ATLANTIC MUTUAL 





Marine Insurance 


For Over 90 Years 


as other Companies. 





Transportation 











Write our Brokerage Department 
for detailed information 


Atlantic Mutual 


Insurance Company 
Chartered 1842 


175 West Jackson Blvd., Chicago, Ill. 


BRANCHES 

















RECOGNIZES AND PAYS 
COMMISSION to BROKERS 


Atlantic Mutual accepts busi- 
ness from brokers and pays 
commissions in the same manner 


Atlantic Mutual is strong finan- 


Ocean cially and writes a non-assessa- 
ble profit sharing policy, at the 

Inland usual market rates. Present cash 
dividend 15%. 

Yacht ; 


This Company is the largest 
mutual marine and transporta- 
tion insurance Company in the 
World, and is over 90 years old. 








Home Office: 49-51 Wall Street (Atlantic Bldg.) N. Y. 


Boston Cleveland Philadelphia Baltimore Washington 
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AN OUTSTANDING 


RECORD 


GOOD BUSINESS 
DURING BAD TIMES 


During the trying period from December, 1929, to 
December, 1933, the forward progress of thousands of 
business institutions was stopped. Company after 
company operated at a loss. The Federal Mutuals, 
however, continued to establish new.records. During 
the period mentioned above, the Federal Mutuals 


a ee ee $711,604.34 
Increased Surplus......................... 26,098.58 
Increased Contingency Reserve............ 555,000.00 


- - and, Savings returned to policyholders 
in the form of dividends amounted to $17,086,200.62 


Dividends returned to policyholders in 
1933 amounted to....................... $ 3,706,592.69 








Dividends returned to policyholders since 


ougmevinntion, teGal...........-...0c0ces $48,296,082.75 


FEDERAL HARDWARE & IMPLEMENT MUTUALS 


RETAIL HARDWARE MUTUAL FIRE INSURANCE CO. OF MINNESOTA, MINNEAPOLIS, MINN. 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 









































Lumbermens Mutual Casualty Company 


JAMES S. KEMPER, President . . . . . .  . Chicago, U. S. A. 


Statement at the close of business December 31, 1933, as reported to the Department of 
Insurance, State of Illinois. 


contingencies is more than three times the amount necessary to 
adjust all securities to December 31st, 1933 actual market value. 


fee on amortized basis. Stocks at actual market value. Reserve | 


ASSETS 

U. S.. Government bonds... . .... 6. Fess. cc cccscnceercscep SORTER 14 
State, province, county and municipal bonds.............. 4,311,338.46 
CONG IN IIE BUROED 5 oo -5 0 to tates. 3 oo oi 5 Uae iw Glee OES 1,761,643.61 
First mortgage loans on real estate 2,092,727.06 
Cash in banks and on interest 1,443,852.08 
Premiums in transmission 2,010,408.42 
Real estate ‘251,500.00 

168,089.80 

166,514.71 


$17,222,827.28 





LIABILITIES 
SOD 55. + 6040 0t es REA Oe ARO oe OES $ 8,343,714.79 
Rescrve for unearned premiums................+.2+.+% 5,152,569.00 
Moecesve tow tomes. aid Gennes... is ee cs eee ee seees 590,877.39 
ee Ta GUI. «= 6 hs oe he renee tances 750,000.00 





Total liabilities and reserves...................-.-.-9 14,837,161.18 
Net surplus 2,385,666.10 


$17,222,827.28 








1933 INCREASES 
PREMIUM INCOME 
Increased... .. 0.66.0. Sebvees cess 9O5820.12 to $16,004,197.85 


ASSETS 
Brscvensed «<i. 5c ccc ss Bs o's 6 oo oo cg Ol SGA to $17,220:327-23 


DivipENDbs Pain TO POLICYHOLDERS 
FRGFOGSEE . oo ccc ccccbeeisasines SORSTIZT tw S$ 282711738 


N ET Sur PLUS Based on December 31st Actual Mar- 


ket Values of all Securities Owned. 


Increased $ 48,711.86 to $ 2.385.666.10 


Paid for Losses and Returned to Policyholders 
in Cash Dividends Since Organization 
Over Sixty Million Dollars 























